Primary Partners

Conventions, Arts &
Entertainment
Office of Cultural Affairs
Office of Economic
Development
Fire
Housing
Planning, Building & Code
Enforcement

Public Works
. Redevelopment Agency

City Service Area

Economic and Neighborhood Development

Mission: To manage the growth and change of the
City of San José in order to create and preserve healthy
nezghborhoods, and ensure a diverse range of employment
and housing opportunities

The City of San José’s continuing transformaton as the largest citv in the
world’s most important region of innovaton and technology presents three
major long-term challenges. The first challenge 1s to sustain a vital local
cconomy despite growing competiion from high-quality, lower-cost regions
nationally and globally. The area’s ability to create jobs for San José residents
and revenue for City services depends on the health of “duving industries” —
those that serve outside markets.

Revenue generadon is both a key long-term and short-term concern. Since
City income from most sources has dropped or not kept pace with rising
costs, small investments in this area will help the City avoid contunuing
reductions in services in other City Service Areas in the coming vears.

The sccond challenge is to create diverse livable neighborhoods with an
adequate supply of safe, affordable housing, preserving the community’s
high quality of life, natural environment, and heritage.

With reductions in funding for direct affordable housing creation, keeping
on track with State recommendations for housing production will require a
new emphasis on the promotion of privately-funded housing projects and
creative approaches to increase housing opportunities for all income levels.

The third challenge is to meet evolving community expectations regarding
the safety and conditions in neighborhoods. This includes providing services
that enrich neighborhoods, creating a sustainable business environment for
growth, expansions and governing so that City strategies and decisions are
open, consistent, and understood.

In response to reduced resources, the greater emphasis has been placed on
ensuring health and safety code compliance while soliciting community
involvement in resolving non-health-safety issues. Fee supported
development programs have improved performance and largely reached cost
recovery. With the exception of an adjustment to Fire’s hourly rate, no
development service fee increases are approved.

CSA OUTCOMES

*  Strong Iiconomic Base
*  Daiverse Range of Housing Opportunities

» Safe, Healthy, Attractive and Vital Community
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City Service Area
Economic and Neighborhood Development

BUDGET SUMMARY

Budget at a Glance

2004-2005  2005-2006 %

Adopted Adopted Change
Total CSA Budget (All Funds)  $106,545,795 $110,971,370 4.2%
Total Authorized Positions 632.91 616.66 (2.6%)

Budget & Performance Highlights

Investments are approved to aggressively
implement the Economic Development Strategy,
especially the four Council priorities.

Conventions, arts and entertainment activities will
contribute to achievement of the City's economic
development goals through the performance-based
operating agreement with Team San José.

Inclusion of the Office of Cultural Affairs within
the Office of Economic Development (OED) will
put greater emphasis on the economic and
neighborhood development opportunities of
activities and events.

Merging the staffing of the Arena Authority into
OED will enhance the City’s facility/asset

management.

Implementation of the North San José
Development Plan, updated Downtown Strategy,
and revised Transportation Level of Service Policy
will encourage increased business activity and
enhanced quality of life for residents by balancing
the City’s goals.

The Workforce Investment Network Program will
continue to offer universal services to all clients
and intensive services will be maintained at their
current levels.

The City continues to perform at the top of its
class in housing production, receiving an "A+"
from the Bay Area Council in its December 2004
Bay Area Housing Profile Report. For the five-
year period 1999-2003, the City produced over
18,200 units, which exceeds 100% of its Regional
Housing Needs Determination.

City loan and grant programs. to increase and
preserve the - affordable housing stock will
continue, though at a reduced level.
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The City’s housing rehabilitation programs will
continue to respond to the emergency home repair
needs of very-low income residents.

The City will partner with local jurisdictions and
non-profit service providers to implement the
City’s Ten-Year Homeless Strategy, which seeks to
eliminate chronic homelessness.

The Coyote Valley Specific Plan and Evergreen
Visioning Project should be finished in 2005-2006.

Capacity for land use and planning actions to
further the adopted Strong Neighborhood plans
and specific plans will be reduced.

Excellent customer service in a predictable and
timely development review process will be
provided by emphasizing a facilitation approach
and coordinated “one-voice” service delivery as a
result of the operational changes that will be
implemented in the new City Hall.

With the exception of the Fire Department's
hourly rate, overall development service fees will
not be increased in 2005-2006. The ongoing dialog
with development customers to set service goals
and budget levels, resolve concerns, and set
priorities  for  continually improving  the
development process and customer service will
continue.

The Regulatory Enforcement Section of the Fire
Code Compliance core service will move to the
Public Safety CSA. Fire’s development review
services will remain in this CSA.

Community Code Enforcement will continue to
focus resources on responding to imminently
hazardous and health/safety priorities.  Other
complaints will receive limited field inspection
services.




City Service Area
Economic and Neighborhood Development
BUDGET SUMMARY

2005-2006 Total Operations by Core Service

Inc the Affordable Housing

. Development Plan ' Supply
Convemu?f\.Cultural Review/Bldg —. Fire Safefy Code 1 7%
Facilities 32.9% Compliance — |
16.3% N 3.0% 1‘
L\ A ‘] 7/ Long Range Land Use
\ ‘ .
Community Code \\ “’ Planning
| / 3.5%
Enforcement N . | / ‘
12.4% : ‘ / -
L -
,«/
" Maintain Existing Aff Hsng
Business/Job Aftraction . - Supply
3.0% e g 5.2%

N Outdoor Special Events
N T "%

| AN AN
i \
Strates(i)cj/::ppon - - Workforce Development ; RegulauFaéilitate Private ™\ Provide Svgs 53;2 Homeless
’ 2.9% Dev :
7.6%
City Service Area Budget Summary
2003-2004 2004-2005 2005-2006 2005-2006 %

Actual Adopted Forecast Adopted Change
1 2 3 4 (2to 4)

Dollars by Core Service
. Business/Job Attraction $ 182,286 $ 1,707,431 1,605,616 2,127,237 24 6%
Community Code Enforcement 8,302,743 8,833,476 8,684,356 8,820,205 (0.2%)
Convention Cultural Facilities 11,351,110 9,775,906 11,631,336 11,631,336 19.0%
Development Plan Review/Bldg 19,836,533 22,682,235 23,168,151 23,435,587 3.3%
Enhance Quality & Supply Hsng* N/A N/A N/A N/A N/A
Fire Safety Code Compliance 3,974,376 4,246,140 2,165,079 2,165,079  (49.0%)
Inc the Affordable Housing Supp 1,084,078 1,275,613 1,174,899 1,174,899 (7.9%)
Initiate & Facilitate Public Facil* N/A N/A N/A N/A N/A
Initiate & Facilitate Private Facil* N/A N/A N/A N/A N/A
Long Range Land Use Planning 2,791,754 2,532,979 2,546,412 2,480,630 (2.1%)
Maintain Existing Aff Hsng Supply 3,230,950 3,653,986 3,668,430 3,668,430 0.4%
Outdoor Special Events N/A N/A 711,753 741,753 N/A
Promote & Imp N'hood Iimpvts* N/A N/A N/A N/A N/A
Provide Svcs to Homeless 310,034 353,711 340,937 340,937 (3.6%)
Regulate/Facilitate Private Dev 6,148,627 5,487,578 5,489,446 5,416,247 (1.3%)
Workforce Development 1,112,282 2,299,507 2,046,462 2,046,462 (11.0%)
Strategic Support 10,225,754 9,294,797 7,022,176 7,187,176  (22.7%)
Subtotal $ 68,550,527 $ 72,143,359 $ 70,255,053 $ 71,205,978 (1.3%)

Other Programs

City-Wide Expenses $ 17944072 §$ 26,356,039 16,026,499 28,330,403 7.5%
Gen.Fd Cap, Trans & Reserves 790,000 8,046,397 200,000 11,434,989 42.1%
Subtotal $ 18,734,072 $ 34402436 $ 16,226,499 §$ 39,765,392 15.6%
Total $ 87,284,599 $ 106,545,795 § 86,481,562 $ 110,871,370 4.2%
Authorized Positions** 656.27 632.91 616.93 616.66 (2.6%)

SJRA budget information can generally be found in the City Departments section of this document. SJRA core services have not, however, been
included in the 2005-2006 budget document as ditected by the Mayor’s Office.

**  Authorized positions only include SJRA positions that are funded in the City’s Operating Budget. For display purposes only, total SJRA position
information can be found in the City Departments section of this document.

. *  The San José Redevelopment Agency (SJRA) Core Service budget is not part of the City’s Operating Budget. For display purposes only, however,
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City Service Area
Economic and Neighborhood Development

FIVE-YEAR BUSINESS PLAN

Oy gge bl How are we doing now?

The Getting Families Back to Work/FEconomic Development Strategy effort has resulted in more than 140 projects
advancing 15 Strategic Initiatives. Implementation is an enterprise-wide effort involving 18 departments and more
than 120 city staff. Key areas of activity include retail; the development process; communications; sports teams,
events and facilities; Airport service; museum/cultural growth, San José State University; and business attraction
and retention.

* Long-range planning and economic development efforts are underway including the Coyote Valley Specific Plan,
the Evergreen Visioning Project, and the North San José Development Policy.

* The expanded Special Tenant Incentive program has encouraged the improvement of over 1.8 million sq. ft. of
driving industry space for 26 companies for an estimated 3,100 jobs from November 2003 to January 2005.

* Development fee program performance is improving and moving closer to financial stability with service levels and
cost-recovery fees established through close consultation with the development industry.

* Community code enforcement has been reduced for non-health/safety violations and for violations without special
funding sources. Alternative enforcement tools such as warning letters are being used for these problems.

* As of April 2005, 7,423 affordable housing units had completed construction since January 1999. By December
2006, a projected 11,066 units will have been completed, surpassing the goal of 10,000 units over the previous eight
years.

NP (e g8ttt g hlellel)s) What external conditions influence our strategies?

More than 227,000 jobs have been lost in Santa Clara County since the height of the economy in late 2000.

* Combined Office/R&D Vacancy Rate: 20% in March 2005 compared with 3.5% in March 2000.

® In 2005, San José houses 53% of the population in Santa Clara County but has only 40% of the County's jobs.

* In February 2005, 20% of households in San José could purchase a median priced home, down from 27% in
February 2004. In February 2005, the median priced home in the county was §704,000, a 25% increase from the
prior year.

* At §794 million, total construction valuation in 2004 was the lowest since 1995 mostly due to a 24.5% drop from
the height of residential activity in 2003. Commercial and industrial remain at comparatively low levels.

JUE: e C R LT Y S oaliniild] What developments require our response?

San José faces aggressive global competition to maintain its position as the world’s leading concentration of
technical talent and innovation.

* Increasing the density of office and R&D development and encouraging new housing development in North San

- José will provide substantial job growth and increased revenues. These new development proposals will require
additional City development review and facilitation.

* Lower rents, higher vacancies, large land reserves and an excellent talent base make the area more attractive to
business expansions including retail. The development of Coyote Valley and projects such as the Hitachi Global
Systems project in Edenvale represent major opportunities.

* Augmented revenue generation efforts in retail and sales tax redistribution can assist in addressing continued
revenue shortfalls.

* The continued lack of housing priced at rates within reach of many residents poses social and economic problems.
Housing growth continues, but overall zoning and permitting activity is significantly lower than in previous yeats.

* 3,000 new housing units in the greater downtown over the next five years will add substantial tax revenue and
support retail growth. Seven high-rise development projects representing 1,500 units are in the planning process. .
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City Service Area
Economic and Neighborhood Development

FIVE-YEAR BUSINESS PLAN

YN LR L))ty What developments require our response? (Cont'd.)

* Opportunities have been identified to apply for State and federal funding sources for new housing development
and rehabilitation programs. Alternative funding sources are also being sought for other core services.

* Biotech incubation will position Edenvale to capture additional biotech, life sciences, and nanotech companies.

Vil @Reintawery What policies guide our strategies?

City of San José 2020 General Plan
®  “Getting Families Back to Work” Direction (2003 and 2004)
=  Economic Development Strategy (2003)
*  “One Voice” Economic and Neighborhood Development (2003)
* Fee/Service Agreement with Development Community (2003)
*  Framework for Evaluating Proposed Conversions of Industrial Lands (2004)
= Five-Year Housing Investment Plan (September 2002)
® The new City of San José 2005-2010 Consolidated Plan
*  Homeless Strategy (2003)
* Downtown Strategy, prepared by the San José Redevelopment Agency (2000)
* Adopted Strong Neighborhoods Initiative Plans
* North San José Development Policy (Update completion expected in 2005)
»  Updated Transportation Level of Service Policy (2005)

General Plan Alignment

Adopted by the City Council, the San José 2020 General Plan sets forth the vision of San José, reflecting the
community values of our residents, business owners, etc. It is a long-range plan identifying the location and intensity of
land uses, character of future development and existing neighborhoods, and the overall quality of life of the San José
community.

The goal of the General Plan’s Housing Element is to meet the Association of Bay Area Governments (ABAG)
housing allocations. The ABAG’s Regional Housing Need estimates that the City needs to provide adequate sites to
accommodate 26,114 housing units for the period of 1999 through 2006 and that 7,701 of these need to be affordable
to low- and moderate-income households, ot 1,100 units of affordable housing units per year.

Other than the Housing Element, there are no specific service level goals stated in the General Plan for the Economic
and Neighborhood Development (END) CSA. However, all work of the END CSA contributes towards the General
Plan’s overarching goals of facilitating economic development; creating municipal revenues to pay for City services;
creating housing for all income segments of the community; revitalizing Downtown; and maintaining and enhancing the
City’s overall quality of life.

In addition to the General Plan, the END CSA’s business plan is guided by several other policy documents as listed
above, including The Economic Development Strategy, Five Year Housing Investment Plan, and Downtown Strategy
Plan. All of these documents are consistent with the General Plan, providing a greater level of detail as to how to
achieve the goals set forth in the General Plan.
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City Service Area
Economic and Neighborhood Development

FIVE-YEAR BUSINESS PLAN

Key Strategic Goals & Objectives

Where are we going?

This CSA generates revenues for the City through its business attraction/retention efforts as well as its facilitation of
private development. This CSA is responsible for a continuum of services from long-range planning and development
review to programmatic implementation aimed at job creation/retention/expansion, housing development and
rehabilitation, convention and visitor services, and overall quality of life in San José’s diverse neighborhoods.

Outcome 1: Strong Economic Base

Implement the San José Economic Development Strategy — To renew opportunity and prosperity for
residents and continued revenue growth for City services through expansion of the economy, the City of San José
adopted its first-ever city-wide Economic Development Strategy in fall 2003. The new Strategy provides a broad
vision of the City’s economic future and recommends 15 initiatives that build on San José’s strengths and the
immediate steps that the City is taking to improve the business climate as a result of the Getting Families Back to
Work effort. It reinforces San José’s identity as the Capital of Silicon Valley through the use of technology and
enhancement of its entrepreneurial environment. San José’s role as a creative community and global business
gateway will be an important element in positioning San José as the world’s most livable big city. Successful
implementation of the initiatives will require a community-wide effort by the public, private, and non-profit sectors.

Strengthen Festivals and Events - Through collaborative outreach, marketing, and creating opportunities to
attract signature new events (such as the San José Grand Prix and the International Symposium of Electronic Atts),
local and regional attendees will provide increased economic activity for the City. A wide variety of events act not
only as economic drivers to the City and the many non-profit organizations that produce them, but encourage civic
pride, build neighborhood cohesiveness, preserve ethnic and cultural traditions, and bring a sense of vitality to the
City. In 2005-2006, this goal will be assisted through the use of a structural change to the organization which will
incotporate the Office of Cultural affairs within the Office of Economic Development.

Facilitate Development — A significant factor to capturing local business expansion is the ability to provide
companies with assistance through the complicated and dynamic development process. Ongoing improvements to
the development process combined with direct assistance of key projects will help San José retain and attract job-
and revenue-generating companies as the economy recovers. As part of the service improvements made possible
by the new City Hall, there will be a Small Business Center to provide the additional assistance these companies
need. -

Clear and Current Land Use Policies — Long-range land use planning is necessary to guide housing, economic
development, downtown revitalization, neighborhood preservation, open space and natural resource protection,
and to create public facilities and services. In addition to the City’s ongoing efforts, this is also being achieved
through the completion of several major efforts in the next two years, including the Coyote Valley Specific Plan,
Evergreen Visioning Project, and implementation of the updated North San José Area Development Policy. By the
end of the five-year period, the City should complete a comprehensive update of the General Plan with extensive
community involvement. This strategic goal addresses all three outcomes in the END CSA.

VII - 68




Key Strategic Goals & Objectives

City Service Area
Economic and Neighborhood Development

FIVE-YEAR BUSINESS PLAN

Where are we going? (Contd.)

Outcome 2: Diverse Range of Housing Opportunities

Increase Housing Opportunities for Low- and Moderate-Income Households — In the face of reduced Tax
Increment revenues, the City is exploring all options to maintain a well-balanced housing program that includes
new production, rehabilitaion of the existing housing stock, homebuyer assistance, and homeless services.
Strategic use of CDBG, HOME, CalHOME, and Prop 46 funds, as well as exploration of other grant sources, is a
key focus.

Increase Market-Rate Housing Opportunities — Emphasizing housing development in the Downtown, in
Neighborhood Business Districts, at transit stops and in North San José remains a priority for San José. Directing
growth to infill locations that capitalize on existing and projected transit routes will help revitalize these areas while
reducing traffic.

Eliminate Chronic Homelessness Over Ten Years — The City is working in partnership with other government
and private organizations to develop creative strategies to implement the City’s aggressive plan to end chronic
homelessness in the next ten years. Action items related to this effort include completing a homeless count,
establishing wrap-around services and improving service delivery systems for the homeless throughout the City and
County.

Outcome 3: Safe, Healthy, Attractive and Vital Community

Responsive Community Code Enforcement Services — The END CSA temains committed to providing
priority response to health/safety complaints within 48 hours. Alternative enforcement methods are being
developed to address and encourage voluntary compliance in the case of complaints that are non-health/safety
related. These efforts, which include “educational” warning letters, are being utilized in an effort to maintain the
attractiveness of neighborhoods despite declining Code Enforcement resources.

Predictable and Financially Stable Development Process — The 5-year goal for the development process is to
make San José the best place in America to do business thtough:

O Establishment of a predictable and timely development review process by emphasizing a facilitation approach,
providing seamless “one-voice” service delivery, and updating the General Plan;

O Achievement of financial stability and full cost recovery for the development fee programs by implementing a
development services enterprise fund, adjusting hourly rates annually for changes in staff costs, and performing
periodic cost of service analyses;

O Expanding provision of enhanced setvice options at a premium fee for customers requiring expedited service;
and

QO Continually improving the process and customer service through an ongoing dialog with development
customers about their concerns and priorities.

A Current and Comprehensive General Plan — A two-year process to update the San José 2020 General Plan
that includes significant community involvement, will begin in 2006-2007 if sufficient resources are available. State
law requires a current General Plan as a basis for local agencies to issue entitlement and construction permits. The
last comprehensive update of San José’s General Plan was completed in 1994,

Strong Neighborhoods — the END CSA is an active participant in furthering the City’s Building Strong
Neighborhoods effort.

VII - 69



City Service Area
Economic and Neighborhood Development

TWO-YEAR INVESTMENT STRATEGY

Overview

In 2005-2006 the Economic and Neighborhood Development (END) CSA is Investing in revenue-generating
efforts while preserving essential core services in the short term. These preparations will help the City to
emerge from the current recession in a strong position to continue to implement the General Plan, quality
growth policies and a well conceived economic development strategy. A major emphasis is to meet client
expectations for service delivery while remaining within resource constraints.

A number of strategies will be employed by the END CSA to maximize the provision of services to the public
with reduced resources including increased efficiencies and delivety consolidation, aligning costs and fees for
service, pursuit of outside grants, renegotiating contracts and leases, reducing subsidies to outside groups
and finally, where necessary, impacting service delivery by reducing staff and non-personal/equipment costs.

VGGl cR KO ReilyX] How will we accomplish our goals?

Outcome 1: Strong Economic Base

Year 1: 2005-2006 — Planned Service Strategies
15 STRATEGIC ECONOMIC DEVELOPMENT INITIATIVES

* Augment Economic Development
Global Gateway

g’:ﬁ;agn;s m‘:’%’ﬁf‘g %;o:li“;’f;:df’: :2:1 1. Build a World-Class Aiport Facilty and Air Services.
. 2. Forge Connections to lannovation Regions Globally for Mutual
the Economic Development Strategy Economic Benefit.
document will continue. ~ The following | Creative Community
service augmentations will be accomplished | 3. Develop Strategic Partnerships with San José State and Other

through a combination of additional one-time Universities to Drive Innovation and Economic Impact.
funding, redirection of existing economic 4. Evolve and Position Downtown as a Unique Creative and Cultural
>

L Center of Silicon Valley.
development related funds, and consolidation Emm:;;rezﬁal E::,imnzem

of activities with the San José Redevelopment 5. Support Start-Up and Growth of Local Businesses, Small and Large, in

Agency: Tech as well as Non-Tech Fields.
" . . . . 6. Improve Speed, Consistency, and Predictability of the Development
O Additional retail attraction will provide Review Process, and Reduce Costs of Operating in San José.

residents with more convenient services Tech-Savvy City :
and help overcome San José’s high retail | 7.  Make San José a Tech-Savvy City; Lead the Way in Using Technology to

leakage to other communities. (ED Improve Daily Life.
Strategy #13) '~ Place of Opportunity
.. 8. Diversify San José’s Economic Base and Preserve/Create Middle-Income
o Communicating a compelling Jobs.

community identity is a key element to 9.  Prepare Residents to Participate in the Region’s Economic Opportunity,
driving additional investment to San José. from K-12 to Lifelong Learning.

(ED Strategy #14) World’s Most Livable Big City ’ ,
10. Continue Emphasis on Developing New Housing, Including New
o Development facilitation of job- and Housing Types in a Variety of Neighborhood Settings.

_ : : 11.  Revise Key Land Use and Transportation Policies to Reflect the New
revenue-generating company expansions Realities of the San José Economy.

and relocations provides the City of San | 5 Encourage Sporting Teams, Events, and Facilities, Professional as well as

José with a competitive edge as the local Amateur.
economy begins to recover. (ED Strategy 13. Develop Retail to Full Potential, Maximizing Revenue Impact and
#6) Neighborhood Livability.
Capital of Silicon Valley
14. Communicate a Compelling, Consistent Community Identity for San
José.

15. Engage Private-Sector Leadership for San José’s Economic Strategy.
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City Service Area
Economic and Neighborhood Development
TWO-YEAR INVESTMENT STRATEGY

V GE I R ] FHow will we accomplish our goals? (Cont'd.)

Outcome 1: Strong Economic Base (Contd.)

Year 1: 2005-2006 — Planned Service Strategies

o Encouraging sporting teams, events and facilities will help bring additional tourism money and raise the
image of San José as a destination. The upcoming San José Grand Prix is a new activity. (ED Strategy #12)

o Expanded efforts on Council priotiies - museum/cultural growth; interface with San José State
Univessity; attraction and retention of businesses; and diversification of the economic base (ED
Strategies #3, #4, #5 and #8 respectively) — will continue.

Initiate Development of Facility/Asset Management Capability - Consolidation and integration of the Arena
Authority into the economic development function will enhance the City’s capacity for facility/asset management.
(ED Strategy #12)

Workforce Investment Act — Despite reduced federal funding, delivery of intensive services will be maintained
and services will continue to be available to all clients. (ED Strategy #9)

Team San José — Under the agreement approved in June 2004, Team San José will manage the City’s Convention
and Cultural Facilities based on a new model of non-profit management. Team San José will be evaluated on
performance measures that include gross revenue targets, financial performance indicated by net profit or loss,
economic impact, attendee day figures and customer service results. (ED Strategy #4)

Community Based Organizations Funding - Funding to Joint Venture: Silicon Valley Network, small business
chambers of commerce, and other business associations, as well as the Convention and Visitors Bureau (CVB)
subsidy, will be proportionally reduced generating ongoing General Fund savings. A two-year competitive RFP for
small business support may result in further savings. (ED Strategy #5, #12, #14)

North San José Development Policy Implementation ~ North San José is targeted for higher density office and
mixed-use development requiring EIR and traffic studies being completed in 2004-2005. The revised land use and
transportation policies reflect the new realities of the San José economy and should encourage development in the
area. (ED Strategy #11)

Year 2: 2006-2007 — Projected Service Strategies

Augment Economic Development Programs — Higher levels of support for these programs can be maintained
by reinvesting resulting revenues back into these revenue-generating activities.

o Successful augmentation of the City’s special event program, including the establishment of new, ongoing
signature events such as the San José Grand Prix and activation of New City Hall public spaces, requires
increased planning and coordination by City staff. The complexities of managing the event/neighborhood
interface will continue to increase as Downtown infrastructure becomes denser and neighborhood populations
grow. (ED Strategy #12)

Community Based Organizations (CBO) Funding — Continued declines in City revenue would further erode

* funding to these CBOs. Successful implementation of a two-year contract for small business services may result in

sufficient savings to result in no additional reductions in this area in the second year. (ED Strategy #5, #12, #14)

North San José Area Development Policy Implementation — Implementation of changes will continue in 2006-
2007 and throughout the period of the current 5-year business plan. (ED Strategy #11)
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City Service Area
Economic and Neighborhood Development

TWO-YEAR INVESTMENT STRATEGY

Key Investments & Objectives

How will we accomplish our goals? (Cont'd.,)

Outcome 2: Diverse Range of Housing Opportunities

Year 1: 2005-2006 ~ Planned Service Strategies

Housing Opportunities Supporting Economic Development — Developing new housing in a variety of
neighborhood settings is one of the key elements in the San José Economic Development Strategy (ED Strategy
#10). Housing development also supports strategies #13 (developing retail to full potential, maximizing revenue
impact and neighborhood livability) and #3 (evolving and positioning downtown as a unique creative and cultural
center of Silicon Valley).

New Resources for Housing Programs — The END CSA will aggressively pursue grants from previously
untapped resources and current sources. Over the past two years, the Housing Department was awarded several
State grants, including $2.5 million for housing rehabilitation programs and $1.5 million for projects that will
provide permanent housing for homeless individuals. (ED Strategy #10)

Homeless Strategy Implementation — The City is placing a strong focus on using creative strategies to
implement the City’s aggressive plan to eliminate homelessness in the next ten years. In 2004-2005, the City,
working with the County, used existing resources to complete a homeless survey and count. The City has also
established wrap-around services to improve service delivery systems for the homeless throughout the City and
County. (ED Strategy #10)

Creative Housing Initiatives — New efforts will focus on non-monetary activities, including identifying new sites
for housing development, considering a secondary unit ordinance, revising Single-Room Occupancy requirements,
lobbying for Section 8 funding, supporting City Rent Control pragrams, and promoting fair and equitable lending.

(ED Strategy #10)

Infill Housing Development in Redevelopment Project Areas — By facilitating market rate infill housing
development citywide, the SJRA and the City are not only creating more market rate housing to meet demand, but
are also creating hundreds of affordable units as a result of the Inclusionary Housing Policy for Redevelopment
Areas. (ED Strategy #10)

Year 2: 2006-2007 — Projected Service Strategies

Homeless Strategy Implementation — In 2006-2007, the City will focus on developing 2 County-wide strategy to
eliminate chronic homelessness over the next ten years, establish a supportive service system that will enable
homeless families to move directly into permanent housing, and work on a regional basis to ensure that homeless
families receive services in their own jurisdictions. (ED Strategy #10)

Inclusionary Housing Policy Implementation and Compliance — In 2006-2007, the City will assist developers
in managing new affordable housing units created by the inclusionary housing policy. As intensification of housing
efforts in Redevelopment Areas grow, staff responsibilities related to the management of these units will increase

significantly. (ED Strategy #10)

Financing of New Affordable Housing - As tax increment revenues begin to grow with the recovering economy,
the City will leverage new resources with the issuance of debt in order to finance new affordable housing. (ED
Strategy #10)
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City Service Area
Economic and Neighborhood Development

TWO-YEAR INVESTMENT STRATEGY

V@i Trle iR RO erigt] How will we accomplish our goals? (Cont'd.)

Outcome 3: Safe, Healthy, Attractive and Vital Community

Year 1: 2005-2006 — Planned Service Strategies

Leveraging Vehicle Abatement Resources — A pilot to improve vehicle abatement through a combination of
staff assigned to PBCE's Community Code Enforcement with DOT's Parking Compliance service will continue to
be evaluated. Recommendations will be brought forward to Council during 2005-2006. (ED Strategy #13)

Health/Safety Priority — In order to maximize the effectiveness of community code enfofcement, available
resources will concentrate on health/safety conditions such as substandard housing; illegal occupancies of garages,
sheds, and basements; sewage leaks; and inadequate fencing around pools. These cases will be investigated and
resolved in 24 to 48 hours. This activity is in support of neighborhood livability. (ED Strategy #13)

Alternative Enforcement Strategies — Code Enforcement will use alternative enforcement techniques in
responding to complaints involving non-health/safety conditions since field inspection services will be reduced or
eliminated for these cases. (ED Strategy #13)

Development Fee Program Coordination — The integration of “Getting Families Back to Work” and Economic
Development Strategy initiatives with operational changes arising from commitments made to the development
industry will continue. The coordination effort of the City’s development service partners will benefit from the
operational changes that will accompany the move to the new City Hall and will allow the continued improvement
of speed and predictability in the development review process, reduce the costs of operating in San José (ED
Strategy #6), and enable the City to speak with one voice on development issues.

Small Business Ambassador Program — This program will assist with relocation, expansion, and job creation in
the City by increasing the certainty of the permit process while reducing processing time and the cost of
development for small businesses. The program will complement existing expedited permit programs by
emphasizing a facilitation approach and providing seamless “one-voice” service delivery. (ED Strategy #5)

Neighborhood Business Districts — This program will continue in Redevelopment project areas to include
collaboration and support of business associations, fagade improvements and infrastructure investments. (ED
Strategy #5)

Fee Adjustments — With the exception of an houtly rate adjustment in the Fire Fee Program, the City’s
development service fees will not be increased in the coming year. A Cost of Service analysis will begin in 2005-
2006. (ED Strategy #6)

Coyote Valley Specific Plan — This collaborative effort to plan the development of Coyote Valley will be
completed in 2005-2006. (ED Strategy #11)

Evergreen Visioning Project — This community-based plan will be completed in 2005-2006. (ED Strategy #11)

Long-Range Land Use Planning — While land use actions in support of Strong Neighborhood goals will
continue, service levels will be lower in this activity due to reduced resources. These activities also influence a wide
variety of initiatives and actions contained in the ED Strategy. (ED Strategy #11)
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TWO-YEAR INVESTMENT STRATEGY

VORI IER O] How will we accomplish our goals? (Cont’d.)

Outcome 3: Safe, Healthy, Attractive and Vital Community (Cont’d.)

Year 2: 2006-2007 — Projected Service Strategies

Comprehensive General Plan Update — An estimated 2-year effort to comprehensively update the City’s General
Plan is scheduled to begin in 2006-2007, pending available funding. (ED Strategy #11)

Creative Service Provision — Code Enforcement will continue to explore alternative funding sources and
enforcement strategies. (ED Strategy #13)

Continuing Dialog with Development Customers — The dialog between the City’s development service
partners and representatives of the development community will focus on setvice and fee levels and process
improvement priotities in 2006-2007. (ED Strategy #5, #6)

Long Range Planning ~ Any new specific area studies will require new funding commitments. (ED Strategy #11)
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Economic Development Strategy

The Economic Development Strategy describes how
San José can excel economically over the next five
years and how the City and its partners (private,
nonprofit, and public sector) can work together to
achieve success.

Since its adoption in December of 2003, the City’s
Economic Development Strategy has formed the core
for over 140 projects to advance the 15 initiatives
identified in the Strategy. Implementation is an
enterprise-wide effort involving 18 departments and
more than 120 city staff.

Key initiatives receiving priority implementation in the
first year include:
* Diversify San Josés economic base and
preserve/create middle-income jobs.
» Support start-up and growth of local
businesses, small and large, in tech as well as
non-tech fields.

PERFORMANCE BY OUTCOME
]

= Develop strategic partnerships with San José
State University to drive innovation and
economic impact.
= Evolve and position Downtown San José as 2
unique creative and cultural center of Silicon
Valley.
Additional resources allocated for 2005-2006, will allow
for further efforts to be made to “Develop Retail to
Full Potential, Maximizing Revenue Impact and
Neighborhood Livability.”

San José has reason both to be optimistic about the
future and concerned about staying ahead of
challengers. To succeed in an environment
characterized by competition, uncertainty, and
opportunity, San José must excel at productvity,
creativity, and livability. A core challenge is to remain
attractive to the entrepreneurs, talent, and companies in
“driving industries” that have other location options
nationally and internationally. (Driving Industries serve
outside markets, pay above-average wages, and
stimulate job growth in business-support and local-
serving sectors.)

5-Year Strategic 2006-2010 2004-2005 2004-2005 2005-2006 2006-2007
Goals/Objectives CSA Performance Measures 5-Yr Goal 1-YrTarget Estimated  1-YrTarget 2-Yr Target
A, ATTRACT, RETAIN AND EXPAND BUSINESS i o
1. Facilitate Major 1. Estimated jobs generated through
Corporate Development  City/SJRA attraction, expansion and
retention
- Industrial 49,044 4,400 4,672 9,295 11,607
- Commercial/Retail 38,700 2,725 3,628 6,173 8174
Total 87,744 7,125 8,301 15,468 19,781

2. Estimated payroll from job generation New Measure New Measure New Measure New Measure New Measure

2. Stimulate Revenue for
City Services

3. Economic Impact of Convention
Facilities
Attendee Days by Type of Visitor:
- Local/Social
- Qut of Town
- Exhibitors

4. Number of outdoor special event
attendees

11,000,000

507,000 676,081 515,100 600,400
60,200 70,319 87,300 92,700
10,000 11,461 18,500 19,700

2,000,000 1,928,215 2,000,000 2,250,000

5. Anticipated increase in sales and use New Measure New Measure New Measure New Measure New Measure

taxes from businesses receiving
assistance in the current period.
6. Actual increase in sales and use

taxes from businesses which previously

received assistance from the City.

$27 M

$2.0Minnew $2.1Min new $4.0 M** $5.8 M**
sales tax sales tax
generated generated *

* Sales tax only. Total estimated tax generation is $4.2M
** New methodology includes use taxes
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5-Year Strategic 2006-2010 2004-2005 2004-2005 2005-2006 2006-2007
Goals/Objectives CSA Performance Measures 5-Yr Goal 1-Yr Target Estimated 1-Yr Target 2-Yr Target
A. ATTRACT, RETAIN AND EXPAND BUSINESS o ’ ‘ ‘
3. Retain Industrial 7. Jobs gained/(lost) in areas with "heaw" 2,500 jobs New Measure -1,500 jobs 1,000 jobs -1,000 jobs
Jobs, Suppliers, and  and "light" industrial General Plan land (-100 acres) (-54 acres) (~40 acres) (40 acres)
Industrial Land Uses  designation (acres converted in parenthesis)
8. Jobs gained/(fost} in areas with “Industrial  -7,000 jobs New Measure 66,400 jobs -12,760 jobs -2,800 jobs
Park"™ and "Campus Industrial", and other (-200 acres) (-202 acres) (-350 acres) (-80 acres)
R&D General Plan land designation (acres
comverted in parenthesis)
9. Ratio of San Jose jobs to employed New Measure 0.93 0.95 0.97
residents
4. Facilitate Smali 10. Funding made awailable to small 4.8 M $5.8 M $35M $3.0M

businesses through loans, guarantees and
grants.

Business Expansion

Economic Development Strategy (Cont’d.)

Aggressive competition from other innovation centers
globally means that there is no guarantee of continued
success in the absence of appropriate civic action.

Driving a Strong Economy

Retaining and attracting companies in “driving
industries” is a major priority, as is nurturing the
growth of new start-ups. The majority of the region’s
job growth will continue to come from new companies
that start-up and retain their headquarters here.

Diversifying San José’s economic base is important for
mitigating economic fluctuation and for ensuring career
path opportunities for residents.

Leasing at the City’s. new bioscience incubator,
modeled on the nationally recognized software,
environmental, and international business clusters
already running in San José, was begun in July 2004.
The goal is to catalyze a concentration of a bioscience
companies in and around the incubatot.

At the same time, the City continues to help established
San José companies expand their operations. Some
examples of recent recruitment and retention
achievements include Hitachi Global Storage
Technologies which is working with the City on a
major intensification project at their site in Edenvale
resulting in, not only the retention of 3,000 jobs but,
the creation of 2,900 new housing units, and Xilinx
which will add as many as 350 positions next year. In
July, IDT will be bringing 600 new jobs to their 16-acre
campus in Edenvale.

Other facilitated companies include GE Nuclear,
Qualcomm, Helio Solutions, Raisch, iStar, Agere
Systems, Fluid Industrial, United Laboratorie
Technologies, Next Test, United Technology Inc,
KLA Tencor, and Phillips.

The City also encourages the growth of local small
businesses. Financial support for local incubators; the
downtown Entrepreneur Center, which served over
14,000 clients per year since its establishment in 2001;
and other business assistance organizations conttibute
greatly to increasing the capacity of local small
businesses. The SJRA renewed funding for the Small
Business Loan Program which will support downtown
business growth. Small and local business participation
in City contracts and service agreements is being
promoted through preferences, outreach, and process
improvements.

To support the continued growth of the Mineta San
José International Airport, a key regional asset, the City
of San José purchased the nearby property from FMC.
Buying the land is allowing the Airport’s expansion to
be achieved more easily and affordably. In addition,
the joint work with the Airport and Transportation
CSA will result in the development of approximately 3
million square feet of high-end office, hotel, and retail
uses in the area over the next several decades. These
operations will generate significant lease and sales tax
revenues for the City.

The success of San José State University is a strategic
economic priority. The launch of the Dr. Martin
Luther King, Library demonstrated the power of City-
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Driving a Strong Economy (Cont'd.)

University collaboration to drive economic impact and
livability improvements, especially in the Downtown.
The City and University are now identifying other
priority areas for collaboration.

Update of Land Use Policies

The City of San José is gearing up to support Silicon
Valley’s next wave of innovation with updated land-use
and transportation policies to enable job-generating
industries to expand.  These policies will drive
continued business prosperity and high quality of life
for residents by balancing economic goals with
housing, transportation, environmental, and open space
strategies.

Vision North San José: City research and recent
expansion decisions by companies such as eBay and
BEA Systems demonstrate that growth companies
want North San José to become a mid-rise, pedestrian
friendly environment with business support amenities
and mid-rise housing mnearby. The current
environment, initiated 30 yeats ago, features primarily
low-rise industtial buildings.

To ensure the ongoing attractiveness of North San
José, the new North San José Development Policy will
allow taller buildings to be built near the light rail,
adding up to 20 million square feet of R&D and office
development (potentially 68,000 jobs). Approximately
25,000 additional housing units, primarily mid-tise
apartments, will be allowed near transit through the
conversion of industrial land freed up through
increased industrial densities.

Downtown Strategy 2000:  The development
potential of the Greater Downtown area has been
improved by allowing higher density infill development,
encouraging replacement of underutilized uses, and
expanding land-use intensities. These revisions will set
the stage for the first high-rise housing developments
in the South Bay, further diversifying San José’s
housing options. Implementation of the Downtown
Strategy will further the area’s evolution into a vital
urban place to live, work, shop and play.

PERFORMANCE BY OUTCOME
S R R

Revised Transportation Impact Policy: A key pre-
requisite for permitting the increased densities of the
two plans above is to strengthen San José’s
transportation policy to build a balanced transportation
system,  manage  congestion, and  improve
neighborhood livability. The updated policy broadens
the options for mitigating traffic congestion in targeted
ateas such as transit corridors, business districts,
specific plan areas, and Greater Downtown. Rather
than simply widening intersections so they become
pedestrian and transit unfriendly, developers will have
to provide other improvements to offset congestion
impacts, such as bicycle facilities, transit enhancements,
and traffic calming.

Adoption of this updated policy framework will benefit
all of San José by enhancing the City’s fiscal health and
the ability of companies to expand in our
comfbumunity. These policies represent best practice
in encouraging ‘smart growth’—creating vital live-work
districts accessible by transit and avoiding development
that sprawls unnecessarily into open space. '

The performance measures assoctated with land use
have been updated to reflect the number of potential
jobs afforded rather than the number of acres available.
This will allow feedback both on the cumulative effects
of changes to land-use designations as well as on
policies which promote greater efficiencies in
utilization.

Employment (Industrial) Lands

The number of potential jobs gained/lost as a result of
General Plan changes in 2004-2005 is significant due to
several major land use policy revisions anticipated to be
approved by the City Council in June of this year.
Individual General Plan amendments completed this
year resulted in the loss of capacity for 3,100 jobs and
256 acres of industrially designated land. The North
San José Development Policy Update will add the
potential for approximately 68,000 new industrial jobs
in the existing North San José industrial area, through
intensification of development on existing industrially-
designated land, resulting in a net increase of
approximately 64,900 jobs.
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Convention and Cultural Facilities

On June 22, 2004, the City Council approved a
management Agreement with Team San José, a newly-
formed local non-profit corporation, to manage the
Convention Center and Cultural Facilities for a five-
year period. To continually evolve and position
Downtown San José as a unique, creative, cultural
center of Silicon Valley, Team San José, in conjunction
with the Convention and Visitors Buteau initiated
marketing strategies and programs to increase usage at
the facilities for conventions, conferences, trade shows,
concerts, etc. Increased activities in these facilities
generate other financial benefits including increased
TOT from hotel occupancy, sales tax from restaurants
and higher wvisibility for other cultural and
entertainment venues in the Downtown.

The elegantly restored and immediately popular
California Theatre opened in September 2004 as the
new home for San José Opera, and also is equipped for
the showing of classic films. The California Theatre is
proving to be a major asset as a cultural facility and
complements the Center for Performing Arts and
Montgomery Theatre as petformance space. The
California Theatre was the site for the 2005 State of the
City Mayor's Address as well as product launches and

other performances.

In June, 2005, the South Hall temporary expansion to
the Convention Center was host to its first event, "eBay
Live." While operating costs for this additional space
are still being determined, the ability to meet the
demand of larger shows will hopefully result in new
business. Team San José has initiated additional new
ventures including a partnership to bring 10 new
concerts to the Civic Auditorium with a planned 30 to
40 concerts in each of the following four years.

In its first year of operation, Team San José adjusted
their total revenue estimate for 2004-2005 downward
by 16%. This shortfall is being offset in part by an
anticipated savings of 12% or more as a result of a
reduction in labor costs, contract services, supplies and
emergency repairs.

Special Events

Previously positioned in the Recreation and Cultural
Services CSA, outdoor special events are increasingly

recognized as economic drivers as well as a means to
build community cohesiveness and pride, promote
cultural awareness, and provide a wide variety of multi-
generational, multi-interest activities for residents and
visitors. Approximately 400 events, many low- or no-
cost to attendees, are coordinated annually on public
and private property, with a total attendance forecast at
2,000,000 for 2005-2006. During 2005-2006, specific
measurement tools will be developed to more
accurately assess the direct and indirect economic
impact of festivals and other events.

San José has been successful in attracting two new,
signature events that will showcase the City for at least
200,000 additional local, regional, national and
international attendees - the 2005 San José Grand Prix
in the Downtown core, and the 2006 International
Symposium of Electronic Arts/Zero One Festival in
multiple Downtown venues.

A key challenge for this program, considering the
number, size and complexity of outdoor events, is
incorporating them into the community while
maintaining healthy business activity and preserving
neighborhood quality of life. A cross-departmental,
multi-agency team approach to event planning and
coordination is being used to integrate events as
seamlessly as possible. Performance data indicates that
this approach has been increasingly successful - 89% of
event attendees rate event quality, safety and
accessibility as good to excellent; 90% of neighbors rate
event safety and planning as good to excellent.

New Retail Development

Research has shown that San José is under-retailed by
about 20%. This not only affects the City’s General
Fund, but also means that residents must drive to other
communities to shop and eat. The END CSA is
intensifying its efforts to encourage and accommodate
retail interest in San José. Ongoing work to facilitate
the development of Santana Row and Oakridge Mall is
creating significant results in terms of increased sales
and City revenue. Eastridge Mall continues its
extensive renovation, which includes new shopping,
dining, and entertainment options, and a new AMC
Movie Theatre. Federal Realty, the owners of Santana
Row have purchased Westgate Mall and the City is
working with them to continue to enhance the
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New Retail Development (Cont’d,)

offerings available to further increase resident choices
and retain retail spending in San José.

The San José MarketCenter, being developed by
Cousins on Coleman Avenue, will provide additional
retail support for the burgeoning downtown
community.

Other significant retailers are opening or pursuing new
sites in San José including Kohl’s, Walmart, Costco,
Lowes, and Target. Auto dealerships undergoing
assisted improvements include Beshoff Motors,
Courtesy Chevrolet, Smythe FEuropean, Behel
Porsche/Audi/Honda Stevens Creek and Toyota
Stevens Creek.

Between 2004 and 2005, 55 retail businesses  atre
opening or have opened in Downtown.  This
represents approximately 300,000 square feet of retail
space or over 1,300 new jobs. Recent openings include
Zanotto’s Downtown Market and the Record Shop
(offering music and apparel).  Recent upcoming
openings include the Vault UltraLounge, Pueblo Viejo
Imports (furniture), Black Sea Gallery (furniture/rug
store), Chic Chateau (apparel/antique furnishings),
Melting Pot (fondue), Zyng Asian Grill, San José Credit
Union, UPS, Cartridge World, Nextel, University
Chicken, Capers Loft, and Fahrenheit Ultra Lounge.

Much progress has also been made on developing new
retail space. The CIM mixed-use high rise housing
project at Block 3-Central Place will break ground in
the fall. This project will bring approximately 70,000
square feet of new retail space. This is in addition to
the 17,500 square feet of new retail space committed to
Lucky Strike Lanes-a hip bowling concept- at the base
of CIM’s mixed-use project at Second Street and Santa
Clara Street. Two additional high-rise housing projects

~the Dimensions housing project in the South of First
Area (SoFA) district and a project to be located on the
Block 8 parking lot at the corner of San Carlos Avenue
and First Street—will also bring additional retail space
at the ground floor.

Additionally, the SJRA has entered into agreements for
the rehabilitation of the remaining unreinforced
masontry buildings in Downtown, including the
Crescent Building at the corer of First and San
Fernando Streets, the Storm Property on San Pedro
Street, the Porterstock buildings on South First Street,
and the Dr. Eu and Kotanski buildings on Santa Clara
Street. The restoration of these historic buildings will
eliminate vacant storefronts and add approximately
80,000 square feet of commercial and retail space in the
next couple of years.

Revenue Enhancement

The City has worked closely with Calpine Corporation
to ensure that roughly $2.5 million ($1.8 in 2004-2005)
in new sales and use tax transactions associated with
recent capital investments by the company were
assigned to the City. Itis common that use tax dollars
(a tax charged to companies who do not have a sales
tax presence or nexus in California) are mnot
appropriately allocated to San José and instead are
allocated to county-wide or statewide pools for pro-rata
distribution. A similar allocation of sales tax occurs
with large in-state purchases over $500,000.

The Office of Economic Development sees the
potential to grow revenues from similar activities with
other companies. Communities such as San Diego and
Los Angeles anticipate average annual revenues of $2
million to $3 million annually. The work requires
significant staff commitment, extensive technical
expertise and long-term relationships with the local
business community.
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Workforce Development

A strong and prepared workforce qualified for jobs that
pay enough to support living in the area is of vital
importance. The City’s Silicon Valley Workforce
Investment Network (SVWIN) works with local
businesses and residents to provide resources to
develop a skilled, self-sufficient workforce. These
federally-funded efforts are accomplished through
public and private partner organizations that form the
SVWIN.

The number of client visits to the SVWIN program
one-stop service delivery centers in southern Santa

Clara County continues to level off from the previous
years. An estimated 200 businesses will receive
recruitment assistance and 160,000 client visits will be
accommodated in 2004-2005 at the three SVWIN One
Stops. Clients are provided with access to a resource
library, training rooms, and counselors for those
needing additional assistance. Businesses are also
encouraged to conduct seminars and recruitment
activities at the one-stops. SVWIN will expand the
number of clients served and the breadth of services
offered by concentrating on five strategic industry
sectors: retail, hospitality and tourism, healthcare,
software and bioscience.

5-Year Strategic 2006-2010 2004-2005 2004-2005 2005-2006 2006-2007
Goalg/Objectives CSA Performance Measures 5-Yr Goal 1-¥r Target Estimated 1-Yr Target 2-Yr Target
1. Be Active Partner in 1. Estimated % of Workforce Investment Act
Dewloping a Skilled (WIA) clients employed six months after
Workforce initial placement
- Adults Goals set 80% 80% Goals set Goals set
- Dislocated Workers annuaily by 88% 89% annually by annually by
- Youth State of CA 53% 53% State of CA State of CA
2. Number of Business Clients Sened by 1,000 125 200 210 200
WIN Program.
3. Percent of Clients Placed in Jobs
- Adults Goals set 76% 72% Goals set Goals set
- Dislocated Workers annually by 79% 74% annually by annually by
- Youth State of CA : 67% 66% State of CA State of CA
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Special Feature: San José’s Jobs/Housing Position

Jobs vs. Employed Residents
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Evaluating the Trade Off Between Land

Use Choices ~ Housing or Jobs?

Achieving a healthy balance between the number of
jobs and housing units is important to ensure
community livability and financial health. Known as
the “Jobs-Housing Balance,” this smart growth
planning term stresses the need to plan for job growth
and housing development in numbers that would, in an
ideal world, allow every employment-age resident to
work in the community in which they live. However,
because people’s choices of where they work and
where they live are determined by a variety of factors, it
is necessary to look at the issue of balance differently to
determine the appropriate mix of jobs and housing,
focusing in particular on the types of jobs and the types
of housing created and where they are sited. In 2005-
2006 a performance measure has been developed to
monitor the ratio of San José jobs to employed
residents and has been included.

The following indicators help illustrate the influencing
factors in achieving a Jobs-Housing Balance and
measuring community livability and financial health.

Economic Impacts of the Tech Downturn:

More than 227,000 jobs have been lost in Santa
Clara County since late 2000.

In 2005, San José has 1.27 employed residents per
household compared with 1990, when there were
1.63 employed residents per household. By the
year 2030 it is anticipated to gradually increase to
1.47 employed residents per household. The
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reduction of employed residents between 1990 and
2005 is the result of employees moving out of the
area or choosing to remain out of the job market.
Combined Office/R&D Vacancy Rate: 19% in
January 2005 compared to 5% in January 2000.

At $794 million, total construction valuation in
2004 was the lowest since 1995 mostly due to a
24.5% drop from the height of residential activity
in 2003. Commercial and industrial remain at
comparatively low levels.

Jobs-Housing Balance

In 2005, San José houses 53% of Santa Clara
County’s population but has only 40% of the
County's jobs.

In 2005, San José recorded total jobs of 375,750
and 401,970 employed residents, indicating 0.93
jobs, per employed resident in the City. While San
José 1s “jobs poot” or “housing rich,” the County
of Santa Clara has 1.23 jobs per employed resident,
and is therefore “jobs rich” or “housing poor.”
For example, Palo Alto has 3.11 jobs employed
resident. When comparing other large cities in the
Bay Area, San Frandsco posted 1.48
jobs/employed resident and Oakland showed 1.18.
89.7% of all San José residents work in Santa Clara
County.  Contrary to the thought that large
numbers of workers commute from the Central
Valley, less than 2% of all of San José’s workers
reside in San Joaquin, Merced and Stanislaus
Counties combined.

56.4% of San José’s workers reside in San José.

In February 2005, 20% of households in San José
could purchase a2 median priced home, down from
27% in February 2004. In February 2005, the
median priced home in the County was $704,000, a
25% increase from the prior year.

Fiscal Health

In 2001-2002, San José’s Property and Sales Tax
Revenue Per Capita totaled $250, which compares
with Sacramento ($310), San Diego ($297), Los
Angeles ($279) and Oakland ($351).

When comparing other cities in the County, San
José took in the least amount of Property and Sales
Tax Revenue Per Capita. Santa Clara had the
highest revenue at $540 per capita and Sunnyvale
had the second lowest at $366.
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Outcome 2: Diverse Range of Housing Opportunities

5-Year Strategic 2006-2010 2004-2005 2004-2005 2005-2008 2008-2007
Goals/Objectives CSA Performance Measures 5-Yr Goal 1-Yr Target Estimated 1-Yr Target 2-Yr Target

A, INCREASE THE SUPPLY OF HOUSING FOR ALL INCOME LEVELS e g T .

1. Approve Dewelopment 1. % of units receiving development permit 100% 100% 118% 100% 100%

Permits for Residential approval compared to target (actuals in (13,500 units) (2,700 units) (3,200 units) (3,000 units) (3,000 units)

Construction for a Variety of parentheses)

Housing Types 2. San José housing production compared to 13,500 units ~ New Measure 3,200 units 3,000 units 3,000 units
regional fair share number target (in (18,650) (3,250) (3,730) (3,730)
parenthesis)

3. % of cumulative achievement toward

affordable housing production goals (target in

parenthesis)

- 1999-06 Eight Year Spending Target 100% 100% 109% 100% 100%
(1,250 units annually, 10,000 units (10,000 units) (8,125 units) (8,889 units) (9,375 units) (10,000 units)
cumulative total)

2. Increase the Number of 4. % of target for housing unit production 100% 100% 82% 100% 100%

Housing Units Developed in completed in the Greater Downtown Area. (3,200 units) (600 units) (492 units) (260 units) (480 units)

Greater Downtown Area
- For Sale N/A* New Measure 64% 100% 100%

- Rental N/A* New Measure 36% 0% 0%

5. % of Housing Department funds resened

by income lewels over 5 years:

- Very Low (<=50% of median) 60% 60% 53% 55% 56%
- Extremely low (<=30% of median) 30% 30% 26% 27% 28%
-Very Low (31 - 50% of median) 30% 30% 2% 28% 28%

- Low (61 to 80% of median) 25% 25% 37% 35% 32%

- Moderate (81%-120% of median) 15% 15% 10% 10% 12%

6. Five-year cummulative % of City funded 85% 85% 89% 85% 85%
fower income housing located outside of
impacted neighborhoods (neighborhoods
with a high concentration of low income
households) **
7. % of affordable housing projects receiving 65% 65% 50% 85% 85%
building permit within 8 months of plan (10f2)
check submittal
8. % of affordable housing projects ready to 90% 100% 60% 70% 80%
be issued building permits within 6 months
of plan check submittal
3. Increase the City's 9. # of dwelling units added to the General 33,000 2,200 39,750 6,630 27,000

Housing Unit Capacity Pian holding capacity annually

* The percentages for rental and for-sale units are not awailable until permits are submitted & approved. Projections are not reliable, as market forces determine the

mix of housing produced.
** Neighborhoods with a high concentration of low income households.

Diverse Range of Housing Opportunities

Over the past five years, San José has produced more
affordable housing than any other city in California.
San José continues to actively respond to the growing
need for affordable housing faced by low-income
families living in this high-cost area. As demonstrated
in the chart below, San José has met the proportional
five-year Regional Housing Needs Allocation (RHNA)
goal established by the Association of Bay Area
Governments (ABAG). San José leads the region in
responding to housing needs by providing low-income
and market-rate housing. Looking forward, San José
must continue to .identify creative solutions to

providing housing opportunities for its residents in an
effort to meet the seven-year RHNA goal.

In February 2005, the Mayor announced a new goal to
produce 10,000 affordable housing units over an eight-
year time period. This new goal will include affordable
housing units under construction and completed since
January 1999 to December 2006.
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Diverse Range of Housing Opportunities (Cont’d.)

The City will continue to use smart growth strategies to intensify land uses throughout San José. The North San José
and Downtown Area Intensification project was approved by City Council on June 21, 2005. Implementation of these
changes will begin in 2005-2006 and will serve as a land use strategy that will create new housing opportunities in San
José. Directing growth to infill locations that capitalize on existing and projected transit routes will help revitalize these
areas while reducing traffic.

30,000
B Market Rate Actual

M Affordable Actual
7} 1999-2004 Goal
7 1999-2008 Goal

25,000 - - -

20,000 |-

~ 15,000 |-
10,000 |-

5,000 |-

Increasing Homeownership Opportunities

Services for Teachers — The City continues to support its policy of being the most teacher-friendly city in the country.
Through the Teacher Homebuyer Program, which was implemented in 2000-2001, the City anticipates having assisted
almost 500 teachers by the end of 2004-2005. In 2004-2005, primarily because of rapidly rising housing prices, the
Teacher Housing Program is estimated to achieve only 73% of its annual target of 100 loans. In 2005-2006, the
Housing Departmeht will utilize $2 million in federal HOME funds to supplement $2 million in 20% Tax Increment
revenue to support this program and meet the annual goal of providing 100 teachers with homebuyer loans of up to
$40,000 each. Although there will be sufficient funds allocated for this program in 2005-2006 to issue 100 loans, the
program might continue to have difficulty in achieving its target due to the volatility of the housing market.

5-Year Strategic 2006-2010 2004-2005 2004-2005 2005-2006 2006-2007
Goals/Objectives CSA Performance Measures 5-Yr Goal 1-Yr Target Estimated 1-Yr Target 2-YrTarget
B. IMPROVE AND PRESERVE THE EXISTING HOUSING STOCK . . i .
1. Assist Homeowners, 1. % of Target met for units rehabilitated 100% 100% 100% 100% 100%

Rental Property Owners, and through City action (Code Enforcement and (21,250 units) (4,400 units) (4,400 units) (4,250 units) (4,250 units)
mobile Home Owners to Housing — target in parentheses)*
Rehabilitate Their Dwellings

C. MEET HOUSING NEEDS OF SPECIAL POPULATIONS ' % T e

1. Reduce Homelessness 1. % of qualified clients who moved from 50% New Measure  New Measure 10% 10%
homelessness to permanent housing

2. Provide Housing 2. % of target achieved for Teacher 100% 100% 73% 100% 100%

Assistance to Teachers Homebuyer Program ioans. (500 ioans) (100 loans) (73 loans) (100 loans) (100 loans)
* Figures include new construction and acquisition/rehab units
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Housing Program Funding Sources

For 2005-2006, the Housing Department will manage funding of $87.9 million from a variety of sources to support
services and programs. A portion of these funds is used to administer housing programs. The large majority of these
funds however are spent on direct program expenses. The chart below lists all funding sources for 2005-2006.

2005-2006 Housing Program Funds
1,500,000 Comm. Dev. Block Grant (CDBG) — Housing Rehab.
200,000 CDBG — Predevelopment Loan Program
1,000,000 CalHome
500,000 CalHome, EAGR
444,000 Emergency Shelter Grant
4,600,000 HOME Investment Partnership Program Fund
714,000  Housing Opportunities for People with AIDS (HOPWA)
430,000 HOPWA Special Projects
1,500,000  Proposition 46 Housing Trust Fund Grant
2,040,000  Proposition 46 Workforce Housing Reward Program
470,000  Rental Rights and Referrals Program
47,000 CDBG - Rental Rights and Referrals Program
29,100,000  20% Redevelopment Tax Increment
2,500,000  80% Redevelopment Supplemental Funds
13,372,000  Loan Repayments, Interest Income, & Misc. Revenue
5,000,000 Line of Credit
27,000,000 Bond Sales
$87,917,000 Total Program Fund.mg Sources

Targeted Funding

The City Council has established specific funding goals
by income level, targeting most of the funds for those
households with the least ability to pay for housing.
Since 1988 it has been the City Council policy that a
minimum of 60% of funding is targeted to housing for
very low-income households, and no more than 15%
of funding will be reserved for moderate-income
households. In 2004, in response to declining tax
increment revenues, the City Council approved a
funding strategy for the Housing Development
Program that requires developers to compete for
housing subsidies and encourages them to achieve
affordability for those most in need.

Proactively Identifying Funding Sources

The Housing Department and its partners have
aggressively pursued funds made available with the
passage of Proposition 46. In April 2003, the
California Department of Housing and Community
Development (HCD) awarded the City and local
agencies grants totaling $7,549,000. In March 2005, the
City submitted an application for an additional
$2,040,600 in Proposition 46 - funds through the
Workforce Housing Reward Program. If awarded,
these funds will be used for capital improvement
projects providing a community benefit for San José
residents. Additionally, several developers are seeking
over $17 million in Proposition 46 funds through the
Multifamily Housing Program.
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Creative Solutions

Implementing creative solutions to the housing crisis
continues to be a priority for the City.

Intensified Land Use — The City will continue to
embrace smart growth strategies to intensify land uses
in appropriate areas within the City. The North San
José Intensification Project was reviewed and approved
by the City Council on June 21, 2005. This project will
increase densities along transit corridors creating
capacity for approximately 25,000 additional units of
housing. Additionally, the City will continue to plan
for the development of the Coyote Valley in South San
José.  Together, the development of these areas is
anticipated to provide 25,000 new housing units, of
which 5,000 will be required to be affordable.

Homeless Strategy Implementation — The City is
placing a strong focus on using creative strategies to
implement the City’s aggressive plan to eliminate
chronic homelessness in the next ten years. Over the
next two years, the City will focus on developing a
County-wide strategy establishing a supportive service
system  that will enable homeless families to move
directly into permanent housing, and working on a
regional basis to ensure that homeless families receive
services in their own jurisdictions.

Policy Initiatives — In light of reduced program
funding, the City will focus on non-monetary activities,
including identifying new sites for housing
development, considering a secondary unit ordinance,
revising  Single-Room  Occupancy  requirements,
lobbying for Section 8 funding, supporting City Rent
Control programs, and promoting fair and equitable
lending over the next two years.

Implementation and Compliance: Inclusionary
Housing Policy

e Housing in Redevelopment Areas - By
facilitating market-rate infill housing development
citywide, the SJRA and City are not only creating
more market rate housing to meet demand, but are
also creating hundreds of affordable units as a
result of the Inclusionary Housing Policy for
Redevelopment Areas. Over the next five years, it
is anticipated that the program will create over 800
new for-sale housing units affordable to moderate-
income households.

* Inclusionary Housing Policy Compliance — In
2006-2007, the City will assist developers in
managing new affordable housing units created by
the inclusionary housing policy. As intensification
of housing efforts in Redevelopment Areas grow,
staff responsibilities related to the management of
these units will increase significantly.

Strong Neighborhoods Initiative Rehabilitation
Program — At the CSA level, the City has a target of
rehabilitating 4,400 sub-standard housing units through
City action either through the Housing Rehabilitation
Loan Program or through enforcement of housing and
building codes by Code Enforcement. The combined
effect of the loan programs and code enforcement
provide the CSA with an effective strategy to maintain
and improve the overall quality of the City's existing
housing stock.
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Partnerships with Neighborhoods

Strong Neighborhoods Initiative: In 2002-2003, the
City Council adopted 19 Strong Neighborhoods
Initiative (SNI) Neighborhood Improvement Plans,
each identifying the priority improvements for the
respective plan areas. The plans, created by each
community, are now being used as implementation
tools to program delivery of services such as alleviation
of blight, vehicle abatement, and neighborhood
cleanups as well as to identify capital improvement
projects such as park i improvements and traffic calming
projects within each community. Though some top-
ten items requiring financial resoutces are unavoidably
delayed in the short term, the SNI effort continues by
leveraging the important relationships between staff
and the Neighborhood Advisory Committees that were
developed during the planning process. In this CSA,
these efforts include initiating planning actions to
rezone property, thereby facilitating reinvestment in the
neighborhoods. However, with reduced staff
resources, fewer proactive planning and regulatory
streamlining actions will be achieved in SNI
neighborhoods in 2005-2006.

Community Survey results show that the City is
propetly targeting SNI resources to areas in need based
on the percentage of residents’ rating the overall
physical condition of their neighborhoods as “good” or
“excellent” (only 45% in SNI vs. 67% city-wide), but
they also show that a higher percentage of SNI
residents perceive that their neighborhood has
improved over the last two years (53% in SNI vs. 47%
city-wide) indicating efforts in these areas may be
paying off.

By establishing advisory and operational partnerships
with neighborhood groups, Code Enforcement is
working to maintain targeted response times to cases
that present threats to public health and safety and to
provide proactive services toward addressing
neighborhood-identified priorities in SNI Areas. The
proactive services are provided by the SJRA funded

“Driveway Team”. This team proactively addresses
blight conditions in a neighborhood including
abandoned vehicles, property maintenance, outdoor
storage and general blight elimination while
emphasizing education and outreach.

Providing Service with Limited Resources: The
proposed deletion of a Code Enforcement Inspector
position in the Contingency Plan would mean that
Inspector resources in the General Code Program,
supported by the General Fund, will have declined by
73% (from 11.0 positions to 3.0 positions) since 2000-
2001. For this reason, maintaining targeted response
times on the higher priority health and safety cases has
meant that non-ptiority cases are now handled with
warning letters rather than inspection responses. By
enlisting the complaining party to assume the
responsibility of notifying Code Enforcement when the
warning letter is successful in causing the violation to
be resolved, Code Enforcement can focus inspection
responses on cases with unresolved violations.

As part of its ongoing efforts to leverage community
partnerships and explore alternative methods of
maintaining or nnprovmg neighborhood conditions,
Code Enforcement is referring residents to obtain
funds from a Santa Clara Valley Water District program
to assist low-income residents in complying with the
minimum landscape provisions of the community
preservation ordinance. To further leverage this
opportunity, Code Enforcement has solicited
community volunteers including youth groups to
provide labor for installaion. Another successful
example of this kind of partnership is the Vehicle
Spotters Program.  While a pilot project is currently
underway that has relocated the Vehicle Abatement
Unit to the Department of Transportation to explore
potential efficiencies that could be obtained by
combining the Unit with DOT’s Parking Compliance
Unit, Code Enforcement continues to employ
neighborhood volunteers to identify unattended vehicle
problems and monitor compliance once warnings have
been issued.
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5-Year Strategic 2006-2010 2004-2005 2004-2005 2005-2006 2006-2007
Goals/Objectives CSA Performance Measures 5-Yr Goal 1-Yr Target Estimated 1-Yr Target 2-Yr Target
A DESIRABLE PLACE TO LIVE AND WORK .
1. Revitalize and 1. % of targeted properties in Strong 100% (13,750) 100% (3215) 102% (3,290) 100% (2,750) 100% (2,750)
Rehabilitate Uses, Sites, and Neighborhood Initiative areas with improved
Structures in physical appearance as measured by the

Neighborhoods, Commercial Blight Analysis (target in parenthesis)

and Industrial Areas
2. % of residents who indicate the physical 85% 84% 84% 84% 83%
condition of their neighborhood is about the
same or better (Annual Code Enforcement

Survey)

3. # of facades, streetscapes, and

development projects completed*
a. Streetscapes 20 3 8 9 6
b. Facades 158 30 47 43 34
c. Development Agreement to Board 10 1 1 2 2
d. Development Sites Marketed 50 5 5 10 10

2. Quality Living and 4. % of residents rating their neighborhood in 75% 67% 67% 70% 70%
Working Environment "good” or better physical condition basec on

the biennial Community Survey

5. % of residents surveyed who rate the 75% 70% 67% 70% 70%

quality of architecture and landscaping

design/maintenance in new development in

their neighborhood as good or better

6. % of time inspection/assessment for Code

cases occurs within targeted times (target in

parenthesis):

- Health/Safety Cases (Within 72 hours) 95% 85% 85% 90% 95%

- Non-HealttvSafety Cases (Within 60 days) 50% 40% 40% 45% 50%

7. % of residents rating the City's efforts at 53% 46% 46% 48% 48%

providing an adequate number and variety of
outdoor special events as good or betier
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Long Range Planning

General Plan Update: The last comprehensive update
to San José’s General Plan was in 1994. Given the
significant growth issues facing the City, another
comprehensive update is needed to allow City staff and
the City Council to engage the community in preparing
a land use vision to direct future growth while
preserving the quality of life in neighborhoods. A new
plan will assist policy makers and development interests
in shaping a positive future for the community. It is
estimated that the General Plan update process would
take two years and cost approximately $2.45 million. In
the 2004-2005 Adopted Operating Budget package, the
City Council approved a timetable for the two-year
process beginning in mid-2006 and a General Plan
Update Fee of 1.25% applied to “Entitlement and
Building Permit Fees”. This fee will raise $800,000
over 4 years to cover the Update’s consultant and non-
personal/equipment costs. The Update work plan
now calls for the reassignment of existing Principal
Planner, Senior Planner, and Planner positions in the

Special Projects/SNI Team from other special projects
to the Comprehensive General Plan Update. It should
be noted that two of these positions are proposed for
deletion in Tier 2 of this budget. Should the positions
be deleted, additional funding to support the staff costs
associated with the Update would need to be identified
and secured in order to begin the project on the
Council-approved timetable in July 2006.

Evergreen Visioning Project: City staff will continue
to work with the community, key property owners,
developers, school officials, and other stakeholders to
complete the Evergreen Visioning Project (EVP) in
2005-2006. The EVP seeks to balance new
development with transportation improvements and
community amenities to enhance the overall quality of
life in and around Evergreen. Components of the EVP
include a vision for Evergreen, an updated Evergreen
Development Policy, General Plan amendments, and a
financial strategy. An Environmental Impact Report is
underway to assess the potential environmental effects
of these items.

8. % of CIP projects* delivered within 2
Neighborhood Development months of approved baseline schedule

CSA delivers quality CIP 9. % of projects completed** within approved
projects on-time and on-  baseline budget

budget

10. Project delivery costs (exclusive of city-
wide owerhead) as % of total construction
cost for completed projects with construction
costs:
- less than $500,000
- between 500,000 and $3,000,000
- greater than $3,000,000
- Total (all construction costs)

11. % of operations and maintenance
divisions rating new or rehabilitated capital
facilities as being functional and sustainable
after first year of use

12. % of customers rating new or
rehabilitated CIP projects as mesting
established goals (4 or better on a scale of 1-
5)

85%

90%

31%
23%
15%

80%

85%

e .

8%

5%

85%
(8/20)
920% 100%™ (12/12) 80% 90%
31% 22% 31% 31%
23% N/A** 23% 23%
15% N/A*** " 15% 15%
22%
80% N/AT*** 80% 80%
85% N/A*** 85% 85%

* Projects are considered to be "delivered” when they are available for their intended use.
™ Projects are considered to be "completed" when final cost accounting has occurred and the project has been accepted.

***  No projects in this category.

w*  Facilities completed last year did not need O&M suneys because these projects will be built and maintained by property owners.
=+ Data is being collected and will be presented with actual results for 2004-2005 in fall 2005.
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Long Range Planning (Cont'd,)

Coyote Valley Specific Plan: The City Council is also
expected to consider the Coyote Valley Specific Plan
(CVSP) in 2005-2006. The CVSP is being prepared
with extensive and inclusive community involvement,
and is being guided by a 20-member citizen task force
co-chaired by Mayor Ron  Gonzales and
Councilmember Forrest Williams. The CVSP seeks to
create a new urban, pedestrian-friendly, transit oriented,
mixed-use  community that is sensitive to
environmental considerations. The Plan is also creating
a strategy to preserve the South Coyote Valley as a
permanent, non-urban buffer between the cities of San
José and Morgan Hill.

Timely and Predictable Development
Process

The development service partners’ three—year effort to
reach cost recovery through phased-in fee increases has
paid off with increased financial stability and improved
performance. With financial stability comes the ability
of the development fee programs to staff for current
activity levels. For this reason, when the popularity of
the enhanced service options introduced last year
required additional staff resources to keep projects on
the normal service track from falling behind, resources
were available to support the addition of 2.0 Plan
Check Engineers in October 2004 as part of the
Annual Report clean-up.

Improving Performance: The cycle time performance
targets for the entitlement process and construction
process plan check were raised to 100% for 2004-2005
to reflect the City Council’s direction to eliminate
delays in the development process. The target for
next-day inspection response was also raised, from 75%

to 85%. While there is still room for improvement, the
overall cycle-time performance of the development
service partners showed improvement for the third
consecutive year. Measuring customer satisfaction has
proved to be more difficult, as dwindling survey
responses have lowered the sample sizes and the
validity of the data in many areas. The development
service partners have begun to implement “smart
surveys” which are automatically sent to customers via
e-mail when projects are completed. Early returns
suggest a much better response rate. It is also likely
that the customer satisfaction scores will go down, at
least in the beginning, as the surveys reach more of
those who do not do business regularly with the City’s
development process.  Historically, the customer
satisfacion numbers are lower for the one-time
customers who are not familiar with the development
process than for regular customers. Addressing this
satisfaction gap will require more education and
outreach from the development service partners and
improved customer feedback loops.

Communicating with Customers: An important
component of the City’s effort to improve outreach
and obtain feedback has been the ongoing dialog with
the San José Silicon Valley Chamber of Commerce
Development Review Committee. In 2004-2005, the
dialog with customers expanded beyond fees and
process issues to include proactively conducted
outreach to key industry groups to get feedback during
the development of the Downtown Strategy 2000,
Citywide Traffic Level of Service, and the Vision North
San José policy updates. In January 2005, the City’s
development services partners launched another
communication tool, the “Development News”
newsletter that will keep customers informed about
process and policy changes in San José.
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5-Year Strategic
Goals/Objectives CSA Performance Measures

B. SAFE PLAGE 10 LIVE AND WORK

2006-2010 2004-2005 2004-2005 2005-2006 2006-2007
5-Yr Goal 1-Yr Target Estimated 1-Y|"”Target ’ 2-Yr Target

1. Provide Seamless And 1. % of projects that receive thorough,
Effective Development complete, consistent review in the first
Review Including cycle of staff review

Implementation of
Environmental
Regulations, in a Customer-
Friendly Fashion

- Entitiement Process
- Construction Process
2. Ratio of current year fee revenue to
fee program cost.
3. Development projects completed
within processing time targets:
- Entitlement Process
- Construction Process
- Plan Check
- Next Day Inspection
4. % of customers surveyed rating
service as good or better
5. % of customers surveyed who
indicate the City provided coordinated
and consistent information on their
project (one voice)

95%
85%
100%

100%
100%
85%
85%

85%

90% 88% 90% 90%

80% 89% 80% 80%

99% 100% 99% 99%
100% 84% 100% 100%
100% 88% 100% 100%
85% 93% 85% 85%

80% 63%" 80% 80%

80% 79% 80% 80%

*: 82% of customers rate service as average or better

Fees and Cost Recovery: Support from industry
groups for the City’s adoption of a third consecutive
year of fee increases in 2004-2005 was conditional.
Among the conditions for support spelled out by
industry groups were a commitment that there be no
fee increases in 2005-2006, the completion of a Cost of
Development Survey that focuses. on all costs of
developing in San José, and the achievement of
promised service improvements. A survey of San
José’s development process petformance data shows
that cycle time performance has improved each of the
past three years. The results of internal project quality
reviews also show improved performance. At the same
time, a recent wider distribution of customer
satisfaction surveys indicates there is still considerable
room for improvement. The 1t annual South Bay Area
Cost of Development Survey, a collaborative effort
between the City and the Home Builders Association
of Northern California was published in June 2004
showing that San José’s development fees were in the
middle to the lower end of the range when compared
with six other south bay jurisdictions on five sample
projects. The 2004-2005 survey will be released in July
2005.

With the exception of a cost recovery adjustment to the
Fire Department’s hourly rate, no development fee
increases were proposed or approved for 2005-2006.
Despite anticipated increases in personnel, rent,
regulatory, and asset . replacement costs, the
development service partners were able to-defer fee
increases in 2005-2006 through a combination of
resource cuts and the use of reserve funds. This
approach should allow the City to maintain current
service levels for 2005-2006 as long as there is no
significant activity increase. However, fee increases will
need to be considered for 2006-2007 to avoid
reductions in service. Building and Fire are nearing the
completion of the cost analysis that will allow the
conversion of the methodology used for calculating the
fees for commercial and industrial projects from
valuation to a model based on service time. Some
adjustments to the initial fees on commercial/industrial
projects will be implemented to ensure fee equity, but
the overall revenue change from these adjustments is
not anticipated to be significant.
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Timely and Predictable Development
Process

Customer Service Improvements: While overall,
there will be reductions of operational staff and use of
reserve funds in the development fee programs in
2005-2006 to balance the budget without increasing
fees, a number of service improvements are anticipated
i conjunction with the move to the new City Hall in
August 2005. A Small Business Center will be opened
in the new City Hall to do outreach to expanding small

businesses and provide them with facilitation through
the development process. Co-location of the
development service partners in the new City Hall will
improve process coordination.

Additonal meeting rooms will facilitate bringing the
appropriate staff to the customer for preliminary
reviews and coordinated plan checks. Customers can
also anticipate a new web interface and the availability
of more permits and documents online in 2005-2006.

Development Process Cycle Times

2002-03
100% |+ v v

{]Target | 80% -

I Actual | 40%|.

20% | -

0% . : e W .
Planning Public Building Buiding

Response Check

|- [].ov oo = el

Planning Public Building Building  Planning Public Building Building
Comments Works Inspection Plan  Comments Works inspection Plan

2003-04

Comments Works Inspection Plan
Response Check Response Check
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General
Adopted Core Service Changes Positions All Funds ($) Fund ($)
Outcome: STRONG ECONOMIC BASE
Business/Job Aftraction, Retention, Expansion and Creation
(Office of Economic Development)
+ Economic Development Programs Augmentation 4.00 500,000 500,000
* Community Based Organizations Funding Reduction (23,379) (23,379)
« Small Business Ambassador Program 0 0
« Rebudget: Baytrade 45,000 45,000
Subtotal 4.00 521,621 521,621
Outcome: SAFE, HEALTHY, ATTRACTIVE AND VITAL COMMUNITY
Community Code Enforcement
(Planning, Building and Code Enforcement)
* Code Enforcement Fee Program (15,445) (15,445)
» Rebudget: Code Enforcement Grant 151,294 151,294
and Database Conversion
Development Plan Review and Building
Construction Inspection
(Planning, Building and Code Enforcement)
» Planning Fee Program (1.50) (170,718) (170,718)
+ Building Fee Program (0.50) (19,700) (19,700)
« Urban Runoff Regulation Compliance Review 1.00 83,526 0
* Housing Action Team Staffing (0.50) (58,472) 0
« Sewer Service and Use Staffing {0.50) (22,200) 0
» Parking Validation ‘ 10,000 10,000
* Miscellaneous Rebubdgets 445,000 445,000
Fire Safety Code Compliance (Fire)
» Fire Fee Program 0 55,389
Long Range Land Use Planning
(Planning, Building and Code Enforcement)
+ Long Range Land Use Planning (1.00) (95,782) (95,782)
* General Plan Team, Data Management and Zoning 0 0
Ordinance Funding Shift
» Evergreen Smart Growth Strategy Position Extension 1.00 0 0
« Rebudget: Historic Conservation 30,000 30,000
Regulate/Facilitate Private Development (Public Works)
» Public Works Fee Program (2.00) 5,890 5,890
+ Public Works Management Funding Shift (0.27) (37,629) (37,629)
+ Public Works Non-Personal/Equipment and Overtime (41,460) (41,460)
Efficiencies
Strategic Support (Planning, Building and Code Enforcement)
+ Planning Support Staffing Funding Shift 0 0
* Miscellaneous Rebudgets 165,000 165,000
Subtotal (4.27) 429,304 481,839
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ADOPTED INVESTMENT CHANGES

General
Adopted Core Service Changes (Cont'd.) Positions All Funds ($) Fund ($)
Other Changes
City-Wide Expenses (City-Wide)
« Community Based Organizations Funding Reduction (179,967) (179,967)
+ Sports Opportunity Fund 250,000 250,000
* Miscellaneous Rebudgets 12,233,871 12,233,871
General Fund Capital, Transfers, and Reserves (City-Wide)
+ Earmarked Reserves: Rebudgets 11,234,989 11,234,989
Subtotal 0.00 23,538,893 23,538,893
Total Core Service Changes (0.27) 24,489,818 24,542,353
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Service Delivery Framework

CITY SERVICE AREA i i
A cross-departmental collection of core Econom 'C & N e'g hborhOOd
ices that form one of the City's 7 ke
serviees elin?as o?gflsiness" Y Y Deve'opment CSA
MISSION STATEMENT Mission:
Why the CSA exists
To manage the growth and change of the City of San Jose
in order to create and preserve healthy neighborhoods, and
ensure a diverse range of employment and housing
opportunities.
Quteomes:
CSA OUTCOMES

= Strong Economic Base
® Diverse Range of Housing Opportunities
» Safe, Healthy, Attractive and Vital Community

The high level results of service delivery
sought by the CSA partners

[

PRIMARY PARTNERS H .
Departments with Core Services that i ousin
contribute to achievement of CSA Pi arjn I ngr g
Outcomes Building and Department
Code Core Services:
CORE SERVICES
Primary deliverables of the organization Enforcement Increase the Affordable
Department Housing Supply
Core Services:
Community Code Enforcement Maintain the Existing Affordable

Housing Supply

Development Plan Review and
Building Con_struction Provide Services to Homeless
inspection and At-Risk Popuiation

Long Range Land Use Planning
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Economic & Neighborhood Development CSA (Cont'd.)

PRIMARY PARTNERS (CONT'D)
Departments with Core Services that
contribute to achievement of CSA
Qutcomes

CORE SERVICES (CONT'D)
Primary deliverables of the organization

OPERATIONAL SERVICES
Elements of Core Services; the “front-line”
of service delivery

STRATEGIC SUPPORT
Organization-wide guidance and support
to enable direct service delivery

Fire
Department

Core Services:

Fire Safety Code Compliance

Conventions,
Arts and
Entertainment
Department

Core Services:

Conventioh Facilities

Redevelopment
Agency

Core Services:

Enhance the Quality and
Supply of the City's Housing
Stock

City Manager -
Office of
Economic
Development

Core Services:

Initiate and Facilitate Private
Development

Initiate and Facilitate Public
Facilities and Spaces

Business/Job Attraction,
Retention, Expansion and
Creation

Outdoor Special Events

Promote and Implement
Neighborhood Improvements
Strategies

Workforce Deveiopment

Public Works
Department

Core Services:

Regulate/Facilitate Private
Development
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Economic and Neighborhood Development CSA

Core Service: Business/Job Attraction, Retention, Expansion and Creation
City Manager — Office of Economic Development

Core Service Purpose

Promote business by providing assistance, information, access to services, and development
permit facilitation.

Key Operational Services:

O Economic Development Strategy U san José Enterprise Zone

O Corporate Outreach U International Programs

(1 small Business Assistance L] Retail Attraction and Retention
U Loan Programs

Performance and Resource Overview

' he Office of Economic Development (OED) manages a comprehensive program designed

to strengthen the economy of San José. Specific goals include increasing resources for

businesses, expanding the City’s tax base and increasing corporate locations in San José. The Office

is responsible for providing and leveraging services for small businesses and for assisting in the

retention, expansion and attraction of business. Specific targets encompass a range of diverse

businesses including corporations, retailers, industrial suppliers/services and manufacturers.
Highlights of the Office’s programs are listed below.

Economic Development Strategy

On an ongoing basis, OED provides information and perspective about the San José/Silicon Valley
economy for City decision makers, including the Mayor, Council, and Executive/Senior Staff. The
Office also provides economic information to the City’s economic development partners and the
community at large.

In 2003-2004, the Office led the development of an economic strategy to guide City policy,
investments, and partnerships over the next five years. The strategy established an achievable vision
of how San José can excel economically, and key actions requited by the City and its partners
(private, public, non-profit) to achieve the vision. San José cannot continue to be a great community
without a strong, resilient economy. The San José/Silicon Valley region has exceptional rates of
productivity and a highly educated workforce, but faces aggressive competition from other
communities in the Bay Area, nationally, and globally.

The new strategy provides a broad vision of the city’s economic future and recommends 15

initiatives that build on San José’s strengths. The vision stresses. the reinforcement of San José’s
identity as the Capital of Silicon Valley through the savvy use of technology and enhancement of
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Economic and Neighborhood Development CSA

Core Service: Business/Job Attraction, Retention, Expansion and Creation
City Manager — Office of Economic Development

Performance and Resource Overview (Cont’d.)

Economic Development Strategy (Cont’d.)

its entrepreneurial environment. San José’s role as a creative community and global business
gateway will be an important element in positioning San José as the world’s most livable big city
providing opportunities for all residents.

In implementing the five-year strategy, the City established four initial priorities:

e Develop Strategic Partnerships with San José State and Other Universities to Drive
Innovation and Economic Impact (ED3). The launch of the MLK Library demonstrated the
power of City-University collaboration to drive economic impact and livability improvements;
and the City and SJSU are now identifying other priority areas for collaboration.

e Evolve and Position Downtown as a Unique Creative and Cultural Center of Silicon
Valley (ED4). Signature downtown events such as the San José Grand Prix, eBay Live and the
ZeroOne International Arts Festival (2006) continue to build San José’s regional, national and
international recognition. The expansion of downtown housing reinforces the area’s ability to
provide a distinct urban character for the development of a larger creative community.

e Support Start-Up and Growth of Local Businesses, Small and Large, in Technology as
well as Non-technology Fields (ED5). Continued efforts to retain and develop new resources
for expanding businesses such as incubators, technical assistance centers and access to capital
will encourage a faster economic recovety.

e Diversify San José’s Economic Base and Preserve/Create Middle-Income Jobs (EDS).
Land use and economic development policies to encourage a wide variety of industries will
support greater resilience in the local economy.

The addition of four temporary positions, funded by one-time funds was approved to address the
above economic development initiatives. It is believed that these positions will generate additional
revenue to justify their continuation on a permanent basis. Recommendations on continuing these
positions will be made at the end of 2005-2006. New performance measures for these and other
economic strategy initiatives will be brought forward in the coming fiscal year where needed.

Corporate Outreach

Businesses seeking to locate or expand in San José often contact the City through the Office of
Economic Development. OED staff works with other City departments to make the expansion or
development process as smooth as possible for the company. The response typically requires
researching potential sites, providing information or coordinating and facilitating meetings.

OED meets with companies, including significant and growing job/revenue-generators, on a
proactive basis to get their views on the City’s strategy and initiatives and to identify ateas requiring
City action. As part of the Economic Strategy Process, OED met individually with senior executives
from 50 key companies. These efforts are complemented by a Citywide effort, the Business
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Economic and Neighborhood Development CSA

Core Service: Business/Job Attraction, Retention, Expansion and Creation
City Manager — Office of Economic Development

Performance and Resource Overview (Cont'd.)

Corporate Outreach (Contd.)

Appreciation Initiative, in which Department Directors and other account managers visit key
companies to promote mutual understanding and early problem solving.

In 2004-2005, an estimated 6,000 jobs were created or retained by assisted companies and $4 million
in additonal tax revenues generated due to OED actions to promote or assist businesses.
Additional staff approved in the budget are expected to significantly increase the City’s capacity to
generate new jobs and additional revenue for City services. The Special Tenant Improvement
Program has been a particulatly valuable tool in encouraging the eatly occupation of vacant
industrial and R&D space as well as commercial office space in downtown San José.

Small Business Assistance and Loan Programs

In addition to efforts to encourage corporate expansion and attraction, OED plays a role in
stimulating the growth of small businesses. Efforts in this area range from busimess fairs, such as
the annual Money Talks event, to financial support of local chambers of commerce and business
loan programs.

The City has contracts with six small business chambers of commetce to provide activities of benefit
to San José small businesses. City funding provides business owners of underserved communities
with direct chamber support and alternative avenues for finding out about City and other assistance
services. These contracts encourage direct technical assistance, wotkshops, networking and other
company fostering activities as well as referrals to the Workforce Investment Network and
Enterprise Zone programs for employee recruitment and hiring tax credits.

For 2005-2006 the Mayor's March Budget Message recommended that funding to community based
organizations be reduced by the same average percentage reduction as approved for non-public
safety departments. For the six chambers of commerce and Joint Venture: Silicon Valley Network
organization, this results in a reduction of $23,379.

The City will release an RFP for the coming year to consolidate the provision of small business
services to a single organization or collaborative venture to align them with the Economic
Development Stategy in the most efficient and effective manner. The City has been able to
encourage significant increases in jobs referred and created by the Chambers but the cost to the City
for each job created has increased significantly. It is expected that the economies of scale will help
maintain the City funded services to communities most needing supplemental assistance despite
continued reductions in funding.

The San José Silicon Valley Chamber of Commerce has also provided assistance in establishing the
Cambrian Valley Business Association, Camden Business Association and reinvigorating the
Winchester Business Association. The new organizations are largely independent groups discussing
local business concerns and serving as a central point of contact for City outreach.
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Economic and Neighborhood Development CSA

Core Service: Business/Job Attraction, Retention, Expansion and Creation
City Manager — Office of Economic Development

Performance and Resource Overview (Cont'd.)

Small Business Assistance and Loan Programs (Cont’d.)

Two loan programs administered by OED are the Revolving Loan Fund and the Development
Enhancement Special Fund (DESF). The Revolving Loan Fund (RLF) provides funds to small
businesses in the amount of §10,000 to $40,000 for working capital, equipment and other purposes.
The DESF provides loan guarantees and direct loans to businesses in the amount of $40,000 to
$300,000 for business expansion, equipment, working capital and other normal business uses. These
programs provide loans to businesses that have sound business practices, but due to being a start-up
or past credit history, are normally unable to obtain private sector financing.

In 2004-2005, approximately $1 million in funds were made available to small businesses. Total
loans made by the RLF decreased by 26% due to limited funding. $275,000 in new CDBG funding
is anticipated in 2005-2006 to allow future growth. Also, the Redevelopment Agency will be
transferring money to restart the Small Business Loan Program, which was not active in 2004-2005,
to fund loans to downtown businesses.

San José Entetprise Zone

Businesses within the 18 square-mile Enterprise Zone in central San José are eligible for State tax
credits and incentives through December 2006. In addition to hiring tax credits, benefits of locating
in the Enterprise Zone include: sales tax credits on the purchase or lease of manufacturing and
communications equipment; accelerated depreciation; net operating loss catryover as well as a net
interest deduction for lenders.

Through the increased outreach and marketing efforts of the Office of Economic Development and
partners, an estimated 1,900 hiring tax credits will be issued to businesses within the Enterprise
Zone during 2004-2005. While less than the target of 2,000, this maintains the record levels of
vouchers issued to San José businesses the previous year, and with the anticipated employment
growth the goal of 2,000 in 2005-2006 should be achievable. Enterptise Zone companies can
receive tax credits for hiring individuals from one of 13 eligibility categories. The hiring tax credit
can lower the company’s state tax liability per eligible employee by as much as $31,590 over a five-
year period.

The Enterprise Zone benefits are scheduled to expire in December 2006. Staff is exploring
alternatives to the State benefits as well as the potential for an additional extension.

International Programs
International business activity continues to be strong with OED hosting or facilitating nearly 40

delegations representing nations from throughout the world. This reduced number represents better
targeting to ensure that hosted delegations have the potential for benefits to the City of San José.
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Economic and Neighborhood Development CSA

Corte Service: Business/Job Attraction, Retention, Expansion and Creation
City Manager — Office of Economic Development

Performance and Resource Overview (Cont’d.)

International Programs (Cont’d.)

Foreign delegations are often exploring the possibility of establishing a business in the region and
hosting them is an effective way to make sure they consider San José as their final location. San
José’s innovative government has also attracted international attention and OED often organizes
meetings with the mayor, council offices and other city departments.

The Office of Economic Development is responsible for the Sister Cities Program and has worked
this year to restructure the program to increase participation and visibility. OED organized a sister
city visit to Dublin, Ireland in 2004 and hosted visits by officials from San José’s sister cities of
Okayama, Japan and Dublin.

The City’s Foreign Trade Zone program, a federal designation San José received in 1974, provides
advantages to businesses importing materials or products by delaying, reducing or even eliminating
importation taxes. Activity within San José’s General Purpose Zone, which is operated by San José
Disttibution Services, increased to over $21 million in 2003-2004, the most recent year for which
data is available. In the past year, OED has worked with a private company that is secking to obtain
Foreign Trade Subzone designation from the federal government.

The Office of Economic Development organized the Mayor’s 2005 Economic Development
Mission to Finland and England. Meetings were held with key business, government, transportation
and university officials in Espoo/Helsinki, Finland and Cambridge, England.

The City’s Economic Development Strategy includes an initative to develop strategic economic
partnerships with a select number of innovation regions globally. An Economic Partnership
Agreement with Cambridgeshire/East of England was signed by the Mayor in 2005. The agreement
pledges the City and the Cambridgeshire Region of England to wotk together to forge stronger ties
in trade and investment, develop aviation linkages, and collaborate in areas of education and
government. OED will work in the next year to develop Economic Partnership Agreements with
Espoo, Finland and Munich, Germany.

Retail Attraction and Retention

The Office of Economic Development also wotks to encourage retail development to increase the
products and services available to residents and enhance their quality of life. For instance, Santana
Row, Oakridge Mall, Eastridge Mall, Westgate Mall and the Cousins development have all
completed improvements, or are undergoing or considering improvements, facilitated by OED over
the past year. Other significant retailers are opening or pursuing new sites in San José including
Kohl’s, Walmart, Lowes, and Target. Auto dealerships undergoing assisted improvements include
Beshoff Motors, Courtesy Chevrolet, Smythe European, Behel/Porsche/Audi/Honda Stevens
Creek and Toyota Stevens Creek.
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Economic and Neighborhood Development CSA

Core Service: Business/Job Attraction, Retention, Expansion and Creation
City Manager — Office of Economic Development

Performance and Resource Overview (Cont’d.)

Retail Attraction and Retention (Contd)

The additional staff approved in this budget are expected to significantly increase the City’s capacity
to generate new jobs and additional revenue for City services by assisting in the effort to encourage
retail development in San José. The number of jobs created or retained by assisted companies is

expected to increase.

Performance Measure Development

The cost measure and activity measure that report the account of additional tax revenue generated
by OED actions have been revised to clarify that both sales tax and use tax increases are included.

Business/Job Attraction, Retention
Expansion and Creation

Performance Summary Actual

2003-2004 2004-2005

Target

2004-2005
Estimated

2005-2006
Target

©¢ Number of jobs created or retained by
assisted companies

5,400

3,000

6,000

10,500

@é Number of jobs created or retained by
chambers of commerce assisted
companies (Operational Measure)

50

100

80

100

@ Percent increase in dollars lent through the
Revolving Loan Program (RLF)
(Operational Measure)

32%

0%

0%

1%

E‘a Ratio of Sales/Use tax revenues generated by
" assisted companies per OED expenditure

19:1*

21:1*

25:1*

15:1*

@ Percentage of requests for assistance
responded to within one work day

96%

90%

96%

92%

R Percentage of customers rating quality
of assistance provided as good or
excellent

%

95%

85%

95%

* Reflects Sales Tax Only
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Economic and Neighborhood Development CSA

Core Service: Business/Job Attraction, Retention, Expansion and Creation
City Manager — Office of Economic Development

Performance and Resource Overview (Cont'd.)

Activity & Wbrkload 2003-2004 2004-2005  2004-2005 2005-2006
Highlights Actual Forecast Estimated Forecast

Sales/Use Tax revenues generated by OED actions $2.0M $2.0M $4.0M $5.8M
$'s made available to San José businesses $1.4M $1.5M $1M $1.1M
Number of companies receiving permitting assistance 52 50 53 75
Number of delegations/groups hosted/facilitated 56 50 38 40
Number of job placements resulting from 1,850 2,000 1,900 2,000

Enterprise Zone vouchers

Business/Job Attraction,

Retention, Expansion 2003-2004 2004-2005 2005-2006 2005-2006 %
and Creation Actual Adopted Forecast Adopted Change
Resource Summary 1 2 3 4 (2to 4)
Core Service Budget *
Personal Services 182,286 $ 1,130,849 1,086,320 $ 1,473,894 30.3%
Non-Personal/Equipment - 576,582 519,296 653,343 13.3%
Total $ 182,286 § 1,707,431 $ 1,605616 $ 2,127,237 24.6%
Authorized Positions 10.40 9.30 8.80 12.80 37.6%

The Resource Summary includes all operating allocations within the Department that contribute to the performance of this
Core Service. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may also contribute to
Core Service performance, yet are displayed elsewhere in this budget.
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Economic and Neighborhood Development CSA

Core Service: Business/Job Attraction, Retention, Expansion and Creation
City Manager — Office of Economic Development

Budget Changes By Core Service

All General
Adopted Core Service Changes Positions Funds ($) Fund ($)
STRONG ECONOMIC BASE
1. Economic Development Program Augmentation 4.0 500,000 500,000

This action provides one year funding for a temporary Analyst and three temporary Economic
Development Officer positions using one-time monies in 2005-2006.- This adjustment implements the
San José Economic Development Strategy beyond current levels and is intended to increase revenue
and jobs. Increased revenue generation is a key element in the City's efforts to address its ongoing
challenge of insufficient revenue relative to rising costs. This action provides the necessary
resources to successfully implement the Strategy through which these revenue enhancements can be
achieved. The continuation of funding for these positions would be dependant on demonstrated
revenue generation. (Ongoing costs: $0)

Performance Results:
Quality Increased revenue and jobs from pursuing San José Economic Development Strategy.

2. Community Based Organizations Funding Reduction (23,379) (23,379)

This action reduces funding for community based organizations by the same average percentage
reduction as approved for non-public safety city service areas. For the Office of Economic
Development, (OED), this action refiects a 8.2% reduction for the six chambers of commerce and
Joint Venture Silicon Vailey, resulting in total savings of $23,379 in this core service. OED will work
with these organizations to minimize service delivery impacts. (Ongoing savings: $23,379)

Performance Results:

Quality Customer service level impacts will be minimized through additional efficiencies and targeted
reductions. Cost This funding reduction is consistent with the average percentage reduction for non-
public safety city service areas.

3. Small Business Ambassador Program 0 0

This action will shift funding for an Economic Development Officer from Agency and General Fund
sources to Building Permit Fees to provide development facilitation for small businesses. These
services will be offered in conjunction with the Building Division's Small Business Ambassador
Program to assist them with expansion plans requiring interaction with the City's development
processes. Staff will be reallocated from loan program administration to complete this function.
(Ongoing costs: $0)

Performance Resulits:
No change to service levels will result from this action.
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Economic and Neighborhood Development CSA

Core Service: Business/Job Attraction, Retention, Expansion and Creation
City Manager — Office of Economic Development

Budget Changes By Core Service

All General
Adopted Core Service Changes Positions Funds ($) Fund ($)
STRONG ECONOMIC BASE (CONT'D.)
4. Rebudget: Baytrade 45,000 45,000

The rebudget of unexpended 2004-2005 funds will allow the completion of the Baytrade Program in
2005-2006. (Ongoing costs: $0)

Performance Results:
Quality/Customer Satisfaction N/A (Final Budget Modification)

2005-2006 Adopted Core Service Changes Total 4.0 521,621 521,621
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Economic and Neighborhood Development CSA

Core Service: Community Code Enforcement
Planning, Building and Code Enforcement Department

Core Service Purpose

l i nforce and promote compliance with local and State codes to ensure a safe, healthy and
attractive community.

Key Operational Services:

| Community Outreach Q) Proactive Code Enforcement
U General Code Enforcement L] vehicle Abatement
(| Housing Code Enforcement

Performance and Resource Overview

I he desired outcomes for this core service are decent, safe, and sanitary housing and
neighborhoods; the prevention of property damage; and the preservation of the condition
of the City’s housing stock. To further these goals, the Code Enforcement Division, working in
partnership with customers, emphasizes education and outreach as a means to achieve community
support and compliance. Enforcement efforts are utilized when voluntary compliance is not
achieved. The Community Code Enforcement cote service contributes to all of the Economic and
Neighborhood Development City Service Area outcomes, but most directly to the Saf, Healthy,
Attractive, and Vital Community outcome.

Resource Changes

To address the projected General Fund shortfall, the deletion of one Code Enforcement Supervisor
position, cutrently assigned to one of the five Code Enforcement Service Areas was approved. An
additional General Fund Code Enforcement Inspector is proposed for deletion as part of the
Compensation Impact Contingency Plan. In addition, a funding shift was approved for a portion of
Code Enforcement administrative staff, and one half each of two Code Enforcement Supervisors, to
Multiple Housing Occupancy and Solid Waste Enforcement fees to appropriately align
administrative and supervisory funding with that of front line staffing. These funding shifts can be
made without fee increases, and maintain the 100% cost recovery mandated by City Council policy
for fee programs.

Because Code Enforcement’s Healthy Neighborhoods Ventute Fund (HNVF) budget for 2004-
2005 was reduced below the level needed to support a full Code Enforcement Inspector position,
and because the funds cannot be used for overtime, the Code Enforcement Division did not apply
for 2005-2006 HNVF grant money for proactive compliance enforcement of smoking regulations.
The net result of the approved budget and proposed Compensation Impact Contingency Plan
changes would be the reduction of one Code Enforcement Supervisor position and 1.8 Code
Enforcement Inspector positions in 2005-2006.
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Economic and Neighborhood Development CSA

Core Service: Community Code Enforcement
Planning, Building and Code Enforcement Department

Performance and Resource Overview (Cont'd.)

Resoutce Changes (Contd.)

It should be noted that 91% of Code Enforcement’s current inspection staff is supported by special
funding sources (e.g., Multiple Housing, Solid Waste, CDBG, Redevelopment Agency). The
number of General Fund Code Enforcement Inspector positions, that do not have the area or
service restrictions associated with the special funding sources, is now four — down from 11 in 2000-
2001. If the Inspector proposed for deletion in the Compensation Impact Contingency Plan is
taken, only three General Fund Inspectors will remain. The cumulative reductions in the General
Code Program have reduced inspection services in neighborhoods that are not located in CDBG
eligible census tracts or in SNI areas. Restrictions in the deployment of inspection services, based
on funding sources, will impact approximately two-thirds of the City that are not located in these
specially funded areas.

The Code Enforcement Division continues to focus inspection services on health and safety issues.
The elimination of seven Code Enforcement Inspector positions over the past four years has
necessitated the utilization of alternative enforcement techniques, such as warning letters, to address
violations of the Zoning and Community Preservation Ordinances. The Code Enforcement
Division no longer provides initial inspection responses to complaints involving abandoned
shopping carts, graffiti, early yard waste setout, lawn parking, land use violatons, or similar issues
that do not pose an immediate threat to public health and safety.

Community Qutreach/Neighbothood Empowerment

Code Enforcement recognizes the importance of utilizing the Strong Neighborhood’s
Neighborhood Advisory Committees (INACs) and established Neighborhood Associations in
researching and responding to identified neighborhood priorities, and remains committed in
reaching out to these organizations in forging empowerment opportunities. In addition, the Code
Enforcement Division will continue to seek federal and State grants to enhance current service
delivery as suggested by the Mayor during the 2005 State of the City address.

The Code Enforcement Division is identifying and alerting low-income residents who are eligible to
receive funds from a $25,000 Santa Clara Valley Water District grant to assist them in complying
with the minimum landscape provisions of the Community Preservation Ordinance. The grant
provides up to $1,000 per residence for the purchase of low water consumption plants and ground
cover materials. To leverage this opportunity, the Code Enforcement Division has solicited
community volunteers including youth groups to provide labor for installation. A recent example of
this was highlighted in the Mercury News when the San José Youth Corp provided the labor to
install low-maintenance landscaping for an 82 year old, disabled Wotld War II veteran.

In addition, the Vehicle Spotter Program (VSP) has been expanded city-wide. This program was

developed to engage neighborhood residents in an effort to leverage available vehicle abatement
resources. The Vehicle Spotter reports alleged abandoned vehicles in their neighborhood. Within
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Core Service: Community Code Enforcement
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Performance and Resource Overview (Cont’d.)

Community Outreach/Neighborhood Empowerment (Cont’d.)

one to two days, a Vehicle Abatement Officer marks the identified vehicle. The Vehicle Spotter
reports, after three days, those vehicles that have not been moved to let the Officer know which
vehicles need a follow-up response. There are currently 70 volunteers in this program.

General Code Enforcement/Housing Code Enforcement

In light of the economic downturn and the constrained budget outlook, resources have been
redirected to focus on life safety complaints and conditions. The Code Enforcement Division
remains committed to responding to health and safety complaints within 24-72 hours. These
requests for service include substandard housing conditions, sewage overflows, inadequate fencing
around swimming pools, unpermitted building construction and other similar conditions that pose
an imminent threat to the health or safety of residents, tenants, and employees.

Historically, the vast majority of complaints involve conditions that impact the quality of life in
neighborhoods or commercial business districts, but do not represent an imminent threat to public
health or safety. These complaints include illegal signage, lack of landscaping, auto repair in
residential neighborhoods and other similar nuisance conditions.

While General Code Enforcement Program resources have been severely reduced, there has been no
reduction in requests for service. The reduction in staff has resulted in the use of alternative
enforcement techniques. Complaints which have been deemed a low priority are no longer receiving
field inspection services, rather warning letters are being sent to the alleged violator advising them of
the complaint and the requisite corrective action. In addition, letters are being sent to the
complainant advising them that a warning letter has been sent to the alleged violator, informing the
violator of the complaint, the corrective action(s) required, and the compliance date. The letter
requests that the complaining party call back after the compliance date to confirm the violation has
been corrected. If the complainant does not call back, it is assumed that the violation has been
resolved and the case is closed. On cases wherein the complainant advises the violation has not been
corrected, a field inspection is conducted as resources become available for non-priority responses.

The Multiple Housing Occupancy Program remains 100% fee supported. This program has
completed the third year of its six-year cycle of routine inspections for all apartments, hotels, motels
and guesthouses. In addition, the inspectors respond to housing complaints within 24-72 hours.

The deletion of a2 Code Enforcement Supervisor position will increase the span of control between
Supervisors and Inspectors from a ratio of 1:8.8 to 1:10. In addition to supervising Code
Enforcement Inspectors in five Service Areas, Supervisors are responsible for managing specific
programs, e.g., Multiple Housing, LEA, SNI, CDBG and General Code. The increasing span of
control has resulted in reduced setvices in such areas as outreach to neighborhood associations and
has created challenges for ensuring that the program performance targets are met.
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Performance and Resource Overview (Cont’d.)

Proactive Code Enforcement

The Code Enforcement “Driveway Team”, which provides proactive code enforcement in SNI
areas, will continue to receive funding from the Redevelopment Agency in 2005-2006. The Team
was created to identify blight conditons in the Project Areas. During 2004-2005, the Team
completed neighborhood sweeps in all of the active SNI areas. These sweeps are estimated to
encompass 26,000 parcels and will result in the alleviation blight in 3,290 of these parcels. An
estimated 9% increase in the number of parcels inspected between 2003-2004 and 2004-2005 is a
reflection of latger SNI areas being targeted for proactive inspections in 2004-2005. In addition to
identifying and addressing blight conditions, the Team has attended and actively participated in the
Neighbothood Advisory Committee meetings, which enables the Team to stay focused on the
ptiorities and needs of the neighborhood as they change. Over the long term, proactive code
enforcement will help improve communication with the community, reduce violations, improve
neighborhood appearance, and tailor enforcement setvices to the needs of the community.

Vehich Abatement

A pilot project is currently underway that has relocated the Vehicle Abatement Unit to the
Department of Transportation (DOT) to explore potential efficiencies that could be obtained by
combining the Unit with DOT’s Parking Compliance Unit. A report on the pilot project was
presented to the Building Strong Neighborhoods Committee in June 2005. Some logistical issues
remain, such as administration of the City’s tow contract and call intake. The pilot will continue as
the departments continue to review performance to ensutre improvements and efficiencies in service
delivery can be achieved. Itis ant1c1pated that a final report on the pilot will be completed in time
for the mid-year budget review.

Performance Measurement Development

The two cost measures have been revised to capture the relative cost of proactive resolution (such as
through the “Driveway Team”) versus complaint-based enforcement. The text of the measure that
reports residents perception of their neighborhood’s physical condition is revised to align more
closely to the language in the biannual Community Survey questions. Finally, additional breakout is
provided on the enforcement tools by which cases are resolved.
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Performance and Resource Overview (Cont’d.)

Community Code Enforcement 2003-2004 2004-2005 2004-2005 2005-2006
Performance Summary Actual Target Estimated Target

@& % of neighborhoods in “good” or better
condition, based on a city-wide survey N/A* 67%* 67%* 70%*

@ % of violations resolved through voluntary
compliance, based on complexity of

case types 89% 90% 85% 85%
E‘i Cost per case for proactive New TBD
enforcement Measure
E‘i Cost per case for complaint-based New TBD
enforcement Measure

% of violations resolved within estimated
processing standards, based on type
and compiexity of violations 68% 60% 58% 55%

% of annual fee-based inspections
completed on schedule, including
multi-year programs 100% 100% 92% 100%

hood is in the same or better condition
compared to previous year (annual Code N/A** 83% 84%*** 83%
Enforcement survey)

% of customers who feel they received
courteous treatment and timely service from

@
@
ﬂ % of residents who feel their neighbor-

their interaction with Code Enforcement staff N/A** 73% 83%*** 85%
Selected 2003-2004 2004-2005 2004-2005 2005-2006
Operational Measure Actual Target Estimated Target

@ % of abandoned cars in voluntary
compliance by staff's second visit 82% 85% 69% 80%

*  Data for this measure comes from the 2003 Community Survey. The next survey will be conducted in Fall 2005.
**  No survey completed in 2003-2004.
*** Data for this measure comes from the March 2005 Code Enforcement Customer Service Survey.
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Core Service: Community Code Enforcement
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Performance and Resource Overview (Cont’d.)

Activity & Workioad 2003-2004 2004-2005 2004-2005 2005-2006
Highlights Actual Forecast Estimated Forecast
Staff hours devoted to outreach/education/ ‘
prevention 5,200 5,200 5,200 5,200
Number of multiple housing dwelling units
proactively inspected 10,621 12,000 11,500 11,500
Number of proactive parcel inspections
{Driveway Team) 23,836 20,000 26,000 25,000
Number of proactive violations identified
and resolved (Driveway Team) 3,436 2,750 2,450 2,750
Neighborhood Clean Ups 50 50 50 50
Project Crackdown 3 4 0 0
Public Right-Of-Way Clean Ups 21 20 20 20
Total Number of Clean Ups 74 74 70 70
Number of proactive cases (Driveway Team):
Opened 3,056 2,750 2,940 2,200
Resolved 3,079 2,750 3,290 2,200
Generai Code Compliance Cases:
Opened 10,770 9,000 10,000 9,000
Resolved 9,606 7,000 10,300 9,000
Vehicle Abatement Complaint Cases:
Opened 28,016 28,000 24,750 TBD*
Resolved 27,701 27,700 25,200 TBD*
Multiple Housing Complaint Cases:
Opened 444 500 500 500
Resolved 426 500 670 500
% of Violations Resolved:
Warning 40% 40% 48% 48%
Citation 17% 17% 10% 10%
Compliance Order 42% 42% 41% 41%

Appeals Hearing Board/Litigation

1%

1%

1%

* To be determined pending the completion of the DOT Vehicle Abatement pilot.
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Performance and Resource Overview (Cont'd.)

Community Code 2003-2004 2004-2005  2005-2006  2005-2006 %
Enforcement Actual Adopted Forecast Adopted Change
Resource Summary 1 2 3 4 (2 to 4)

Core Service Budget *

Personal Services $ 7692193 § 7,979,747 $ 8,013,037 $ 7,995,092 0.2%
Non-Personal/Equipment 610,550 853,729 671,319 825,113 (3.4%)
Total $ 8,302,743 $ 8,833,476 $ 8,684,356 $ 8,820,205 (0.2%)
Authorized Positions 89.20 89.20 88.25 88.25 (1.1%)

* The Resource Summary includes all operating allocations within the Department that contribute to the performance of this
Core Service. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may also contribute to
Core Service performance, yet are displayed elsewhere in this budget.

Budget Changes By Core Service

All General
Adopted Core Service Changes Positions Funds ($) Fund ($)
SAFE, HEALTHY, ATTRACTIVE AND VITAL COMMUNITY
1. Code Enforcement Fee Program 0.00 (15,445) (15,445)

This action eliminates a vacant Code Enforcement Supervisor position, adds a Network Technician
and reallocates portions of six positions -(2.43 positions) from the General Fund to the Mulitiple
Housing and Solid Waste Fee Programs (Deputy Director, 3.0 Code Enforcement Supervisors, Staff
Technician and Secretary). These positions support the administrative, management and supervisory
functions of the fee programs and more accurately refiect department resources to funding sources.
The permanent elimination of the Supervisor position will require a reorganization of remaining
resources to provide adequate supervision. The Network Technician will provide desktop support to
the fee programs. (Ongoing savings: $15,445)

Performance Resuits:

Quality/Customer Satisfaction Prevents further deterioration of current service levels and will result in
no fee increases. Cycle Time The Network Technician position will allow staff to respond to service
requests in a timely manner and will minimize the impact of unplanned service interruptions.
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Economic and Neighborhood Development CSA

Core Service: Community Code Enforcement
Planning, Building and Code Enforcement Department

Budget Changes By Core Service (Cont'd.)

All General
Adopted Core Service Changes Positions Funds ($) Fund ($)
SAFE, HEALTHY, ATTRACTIVE AND VITAL COMMUNITY (CONT'D.)
2. Rebudget: Code Enforcement Grant and 151,294 151,294

Database Conversion

The rebudget of unexpended 2004-2005 funds will allow the Department to complete the purchase of
miscellaneous equipment item that were awarded in a state grant for code enforcement activities
($29,494) and conversion of the Multiple Housing database from a VAX-based platform to Oracle-
based platform ($102,000). (Ongoing costs: $0)

Performance Results:
Quality/Customer Satisfaction N/A (Final Budget Modification)

2005-2006 Adopted Core Service Changes Total 0.00 135,849 135,849
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Economic and Neighborhood Development CSA

Core Service: Convention and Cultural Facilities
Team San José, Contractor

Core Service Purpose

I o ensure that San José’s Convention Center and Cultural Facilities are effectively managed

to reduce costs, improve the local economy, and add value to customers, residents,
workers, and businesses within the City of San José.

Key Operational Services:

(J sales and Marketing a Facility and Infrastructure

L Event Services Maintenance

O Technical Services a HVAC, Electrical, and Cogeneration
L Food and Beverage Services Services

Performance and Resource Overview

I he Convention Center and Cultural facilities are major drivers to the local downtown

economy. Convention, trade show delegates and visitors fuel the economy by bringing

money to local hotels, restaurants, arts groups, transportation, and other hospitality related

businesses. Countless jobs from this industry represent people who live and work in this

community. Team San José understands and is committed to supporting these multiple financial

“bottom lines” that benefit local merchants, workers, arts groups, City of San José and the residents
of San José. /

Following a competitive process, the City Council selected Team San José (TS]) to manage and
operate the Convention Center and Cultural Facilities beginning in 2004-2005. Team San José is a
private, non-profit corporation created specifically for this purpose. Its innovative and flexible
business model is a unique public — private community partnership.

In collaboration with the San José Convention and Visitors Bureau (CVB), TSJ consolidated all sales
and marketing efforts for the facilities into a more efficient and effective model aligned against every
market where San José has competition. Team San José has also entered into a partnership with the
San José Sharks (San José Arena Management) to bring 10 new concerts to the Civic Auditorium
beginning February 2005 with 30 — 40 concerts in each of the following four yeats.

Long-term, TSJ is working to introduce new revenue initiatives, customer service enhancements,
and improved operational systems, along with a better understanding of the revenue potential of the
facilities during specific market environments. As these improvements take hold, it is anticipated
that a shift in making San José a more competitive choice for conventions and events will occur.
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Economic and Neighborhood Development CSA

Core Service: Convention and Cultural Facilities
Team San José, Contractor

Performance and Resource Overview (Cont'd.)

The California Theatre opened in September 2004. Although the California is obviously a major
asset to the City’s cultural facilities, initial findings indicate that it is a very costly facility to operate
and maintain, and maintaining its grandeur will result in higher operational costs.

In addition, South Hall, a temporary expansion to the Convention Center, opened in June 2005 to
its first event, eBay Live. The additional space will accommodate larger shows that would normally
choose larger venues or leave San José for another location. Estimated operating costs for South
Hall are cutrently being developed. In 2005-2006 South Hall is expected to deliver over $50 million
in economic impact to the local economy.

2004-2005 is projected to end with a 23% increase in the number of events over the previous fiscal
year. Though there was more activity at the facilities, it did not result in the projected mix of
business types and revenue that was projected. As a result, revenue collections for 2004-2005 are
estimated to be $1.4 million or about 16% below the forecast amount included in TSJ’s contract.
Currently, the convention market is a competitive business environment, giving customers greater
leverage in negotiating rates and location choice. Greater lead-time is necessary to book national
and state association events, which bring more rental and ancillary revenue. Discounts need to be
given in order to remain competitive and book business. This is a prevalent industry practice as
customets have more options.

Expenses have been reduced since TS| began operating the facilities. During 2004-2005 Team San
José’s expenditures are estimated to end the year approximately 12% below 2003-2004 actuals. New
measures continue to be implemented to help stabilize and introduce new revenue streams in 2004-
2005. Revenue enhancement measures include the selection of a preferred A/V vendor with the
potential to yield $200,000 to $300,000 in annual revenue. In light of the experience gained during
the current year, the revenue projection for 2005-2006 has been reduced by $1.7 million or about
17% below the original projection figures in the contract but $0.9 million over the 2004-2005
estimated levels.
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Economic and Neighborhood Development CSA

Core Service: Convention and Cultural Facilities
Team San José, Contractor

Performance and Resource Overview (Cont'd.)

Convention and Cultural Facilities 2003-2004 2004-2005 200‘4-2005 2005-2006
Performance Summary Actual Target Estimated Target

[‘3 Gross Revenue N/A $8.70M $7.33 M $8.25 M

E‘a Net Profit (Loss) N/A ($3.75 M) (34.51 M) ($4.36 M)

E'i Economic Impact
Attendee Days By Type of Visitor:

- Local/Social N/A 507,000 676,081 515,100
- Outof Town N/A 60,200 70,319 87,300
- Exhibitors N/A 10,000 11,461 18,500

R % of customers rating overall service good
to excellent based on satisfaction with N/A 81% N/A* 83%
facilities and services provided

* New questions will be developed and incorporated into existing survey to provide baseline data for this measure.

Activity & Workload 2003-2004 2004-2005 2004-2005 2005-2006
Highlights Actual Forecast Estimated Forecast*
Number of events at Convention Facilities 370 372 455 500
Attendance at Convention Facilities N/A 567,200 746,400 602,400
Number of Convention Delegates N/A 10,000 11,461 18,500
Delegate Expenditures N/A 73,359,313 90,231,956 99,255,152
Total Tax Benefit ($) (Measure to be developed)
Operating Revenues (§) N/A 8,698,000 7,332,000 8,250,000
Operating Expenses ($) N/A 12,443,612 11,837,508 12,611,536
Overall Occupancy Rate (%)** 57% 59% 59% 66%

*  2005-2006 budget is currently being reviewed and revised to accurately reflect current business and market trends.

**  Team San José evaluated the existing booking calendar and made more inventory available for potential customers by
releasing space that was being heid in excess of what customers reserved. The new Event Business Management
Software (EBMS) system will allow for better space and inventory management.
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Economic and Neighborhood Development CSA

Core Service: Convention and Cultural Facilities
Team San José, Contractor

Performance and Resource Overview (Cont’d.)

Convention and Cultural  2003-2004 2004-2005 2005-2006 2005-2006

%

Facilities Actual Adopted Forecast Adopted Change
Resource Summary 1 2 3 4 (2 to 4)
Core Service Budget *
Personal Services $ 6,509,163 $ 5,965,322 $ 6,514,289 $ 6,514,289 9.2%
Non-Personal/Equipment 4,841,947 3,810,584 5,117,047 5,117,047 34.3%
Total $ 11,351,110 $ 9,775,906 $ 11,631,336 $ 11,631,336 19.0%
Authorized Positions 87.21 73.36 84.75 84.75 15.5%

The Resource Summary includes all operating allocations within the Department that contribute to the performance of this
Core Service. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may aiso contribute to

Core Service performance, yet are displayed elsewhere in this budget.

Budget Changes By Core Service

Adopted Core Service Changes Positions

All

Funds ($)

NONE
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Economic and Neighborhood Development CSA

Core Service: Development Plan Review & Building Construction Inspection
Planning, Building and Code Enforcement Department

Core Service Purpose

Manage and review development and construction applications to allow issuance of .

permits in compliance with applicable codes and policies.

Key Operational Services:

U Review of Land Use, Rezonings, Environmental Review
Development Applications & Plans
for Compliance with Zoning Code,
Standards, Policies and Guidelines

] Review of Construction Plans and
Calculations for Compliance with
Building Code Standards, Policies
and Guidelines

Construction Inspection
Permit Issuance
Public Information Services

ooog

Performance and Resource Overview

I he desired outcomes for this core service are to facilitate issuance of permits and

compliance with codes, policies, guidelines and standards and, through these efforts, to

ensure safe, healthy and attractive development. The Core Service’s continued challenge is to

provide planning and building services that allow development to be planned, approved and

inspected at a pace consistent with the economic realities of the competitive development
environment.

Development Activity

Development activity, including Planning permit applications, Building permits, plan reviews, and
inspection activity, has remained relatively constant since the tremendous development boom ended
in 2000-2001. There has, however, been a significant shift away from commercial and industrial
construction activity (where valuations are higher relative to corresponding service demand) toward
residential construction activity. This change resulted in declining construction valuations while
service demand continued to grow slightly.

Cost Recovery and Staffing

The adoption of the 2004-2005 Operating Budget completed a three-year phase-in of fee increases
to bring the Building and Planning Fee programs to 99% cost recovery. The fee increase plan was
developed in accordance with the Council policy which states that development services should be
100% cost recovery and recognized the increased need for the City to maintain service level
competitiveness in an economy with more limited development opportunities. The 2004-2005 fee
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Economic and Neighborhood Development CSA

Core Service: Development Plan Review & Building Construction Inspection
Planning, Building and Code Enforcement Department

Performance and Resource Overview (Contd.)

Cost Recovery and Staffing (Cont'd.)

increases were supported by most local development industry groups with the condition that the
City’s development partners try to operate within the existing fee structure for 2005-2006. With the
exception of a Fire Department hourly rate adjustment that was deferred last year, no development
setvice fee increases were proposed ot approved for 2005-2006. While there will be cost increases in
2005-2006, Building is forecasting sufficient revenue to defer fee increases for one year as requested
by the development community. Funds from the Planning Fee Reserve will be used to bridge the
cost/revenue gap in that program for one year.

It should be noted that the overhead rates for the Planning and Building Fee Programs have been
relatively low in recent years, in part because the Programs do not currently pay for space in a fully
paid for City Hall facility. A cost component for space in the new City Hall, the cost of a potential
modest pay increase for staff, and the need to evenly allocate the costs for ongoing asset acquisition
and replacement (vehicles and computers) are among the increased costs that will be absorbed in
2005-2006, but will need to addressed through service or fee adjustments beginning in 2006-2007.
Staff is hoping to achieve some cost savings through co-location efficiencies in the new City Hall to
mitigate the anticipated cost/revenue gap.

For the Planning Fee Program, the 2005-2006 Adopted Operating Budget, includes a2 number of
cost reduction measures: the deletion of a Senior Planner and a part-time Planner position, a $17,000
reduction in Program training funds, an increase in the Program vacancy factor, and a shift of
appropriate portions of three Planning positions to Building Fee support. In addition, a 50%
reduction in Housing fund support was approved for the Housing Action Team Senior Planner.
The resulting cost gap for the position will be covered by half of the fee program savings from the
aforementioned Senior Planner deletion. These approved reductions will allow the Program to
facilitate some General Fund savings by absorbing the appropriate portions of a General Plan
Planner and two administrative support positions. The approved change package also includes the
use of $265,147 from the Planning Fee reserve to balance the fee program budget and one-time
funding from the Storm Sewer Fund for a Planner to review development applications for
compliance with new urban runoff control requirements. This position will track the time required
to perform this function so review costs can be included in permit fees in future years.

The cost savings from the Building Fee Program’s efficiency gains associated with its new fee
methodology are being reinvested in customer service. The addition of two engineers, intended to
help with enhanced setvice provision and ensure normal service tracks continue to meet
performance targets was approved by Council as part of the Annual Report clean-up. The financial
health of the Building Fee Program will enable Building fee revenue to cover patts of data
management, zoning ordinance, and record retention positions in Planning that provide support to
Building operations. Without this suppott, some or all of these positions would likely be lost to
budget cuts. Finally, a part-time Word/Micro Processor Operator was approved for deletion as
technology advancements have made this position expendable.
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Economic and Neighborhood Development CSA

Core Service: Development Plan Review & Building Construction Inspection
Planning, Building and Code Enforcement Department

Performance and Resource Overview (Cont’d.)

Petformance, Efficiency and Service Improvements

With the completion of the consultant work on the implementation phase of the Integrated
Development Tracking System (IDTS), the IDTS Manager position was approved for deletion with
the savings to be invested in acquiring a technical manager for the Imaging system. Making the
storage and retrieval of documents easier will provide efficiency improvements for staff and service
improvements for customers. In addition, this budget makes the development services Outreach
Manager position permanent to continue outreach efforts to the development community, including
publication of the City’s new “Development News” newsletter.

A new Small Business Center is planned for the new City Hall. Small business owners who are not
regular customers of the development process will receive a higher level of attention to help them
negotiate the development process. The Small Business Center will be a collaborative effort
between the City’s development service partners and the Office of Economic Development.

In 2003-2004, development process performance measures continued to show improvements in
service and customer satisfaction. While, clearly, there is still room for further improvement, the
performance gains indicate staff’s efforts have initiated significant movement in the right direction.
To continue this momentum, the development service partners raised performance targets for 2004-
2005 and continue to look for efficiencies and collaborate on process improvement. While the
timeliness of first-cycle Planning comments slipped below 70% in the first quarter of 2004-2005 due
to staff turnover, performance rebounded to 94% in the second quarter and is estimated to end this
year near 90%. The other measures show performance comparable to or better than last year.

Two of the most crucial factors for customers with development projects are the timeliness and
predictability of the development review process. To address the timeliness issue and the Getting
Families Back to Work recommendation to “eliminate delays in the development process”, the
performance targets for all development process cycle time targets except inspection were moved to
100% for 2004-2005. The “next day inspection” tatget was raised to 85% to account for the fact
that inspection demand is cyclical and it is not cost effective to staff for peak demand. If needed, a
combination of overtime and retiree help will continue to be used to address peak demand periods
and ensure 100% response to inspection requests within 48 hours.

While Council policy and the funding realities facing local government do ultimately require the City
to pass on service cost increases to development customers through higher fees, San José’s
development service providers recognize their obligation to limit costs, seek operational efficiencies,
and continuously improve the service provided so that applicants receive good value for their
money.

Fee Methodology Adjustments

The methodology shift made by Building at the beginning of 2003-2004 was designed to fix the
structural imbalance that existed and allow Building to meet established customer service targets
more consistently than in previous years. The changes were the first phase of the implementation of
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Economic and Neighborhood Development CSA

Core Service: Development Plan Review & Building Construction Inspection
Planning, Building and Code Enforcement Department

Performance and Resource Overview (Cont'd.)

Fee Methodology Adjustments (Cont'd.)

a fee structure based on the time it takes to deliver service. The new methodology has two
components: 1) An initial fee assessment based on the average service time invested in the particular
product type; and 2) the establishment of a new time tracking methodology limiting service to the
amount paid for by the initial fee until additional time is purchased.

The new time tracking methodology has now been implemented across all sectors in Building, but
the new initial fee assessment methodology has only been implemented for residential fees. The
Building Division is nearing completion of the analysis of commercial and industrial projects.
Proposed changes will be brought to Council when the analysis is complete. These changes, if
adopted, would establish a consistent time-based methodology for all Building and Fire fees.

The new methodology changes have generated very positive results. Requests for inspection stops
have declined, inspection time per stop has declined, and the percent of inspections requested where
the site is ready for inspection has greatly increased. As a result, inspector productivity and
efficiency have increased. For the customer, this means City staff are more likely to be able to
tespond to their request in a timely manner. Building has also experienced an increase in the quality
of plans submitted which has resulted in reduced review cycles and less time required per review
cycle. Once Building has fully implemented all phases of the new fee methodology across all
product types, the fees assessed to deliver service will be more directly tied to the cost of delivering
service. This change will provide continued fiscal stability for the future regardless of activity shifts
across construction sectors. Staff believes automated service provision options, better educational
handouts (to help customer prepare plans for review and work for inspection), and process
improvements (integration of staff to deliver one stop processing) can help to contain and even
reduce costs in some areas.

Petformance Measure Development

The only performance measure changes are minor language revisions to standardize terminology for
all development service core service measures. This facilitates rolling up totals for presentation at
the Economic and Neighborhood Development City Service Area level. The CSA level provides
performance reporting for the whole development process rather than its component parts.
Measuring the whole process rather than one segment will prove more useful to customers who are
focused on getting their project approved ot permitted.
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Economic and Neighborhood Development CSA

Core Service: Development Plan Review & Building Construction Inspection
Planning, Building and Code Enforcement Department

Performance and Resource Overview (Cont’d.)

Development Plan Review &

Building Construction Inspection 2003-2004 2004-2005 2004-2005 2005-2006
Performance Summary Actual Target Estimated Target
@& % of projects that receive thorough,
complete and consistent processing
in the first cycle of the staff review
process:
Planning Permit Process 91% 90% 90% 90%
Building Plan Check Process 85% 90% 90% 90%
Building Inspection Process 79% 75% 90% 75%
E’i Ratio of current year fee revenue to 113% 99% 100% 99%
development fee program cost
“ Development projects completed within
processing time targets:
Planning Permit Process 88% 100% 88% 100%
Building Plan Check Process 86% 100% 89% 100%
Building Inspection Process 83% 85% 96% 85%
ﬁ % of process participants rating service
“good” or better
Pianning Permit Process 69% 75% 70% 75%
Building Plan Check Process 82% 75% 75% 75%
Building Inspection Process 79% 75% 85% 75%
ﬁ % of residents surveyed who rate the quality
of architecture and landscape design/maintenance
in new development in their neighborhood as
good or better 68% 75% 75% 75%
Activity & Workload 2003-2004 2004-2005 2004-2005 2005-2006
Highlights Actual Forecast Estimated Forecast
Number of building permits issued 33,031 - 33,000 33,000 33,000
Number of customers served in Permit Center 28,406 31,000 28,000 28,000
Number of plan checks 7,823 9,000 6,400 6,500
Number of field inspections 190,766 200,000 190,000 185,000
Number of planning applications - Major 615 600 600 600
- Minor 243 350 125 125
Number of planning adjustments 1,220 1,400 1,100 1,100
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Economic and Neighborhood Development CSA

Core Service: Development Plan Review & Building Construction Inspection
Planning, Building and Code Enforcement Department

Performance and Resource Overview (Cont’d.)

Development Plan

Review & Building 2004-2005 2004-2005 2005-2006 2005-2006 %
Construction Inspection Actual Adopted Forecast Adopted Change
Resource Summary 1 2 3 4 (2to 4)

Core Service Budget *

Personal Services $ 19,124,560 $ 21,457,511 $ 21,849,260 $ 21,678,696 1.0%
Non-Personal/Equipment 711,973 1,224,724 1,318,891 1,756,891 43.5%
Total $ 19,836,633 $ 22,682,235 $ 23,168,151 $ 23,435,587 3.3%
Authorized Positions 207.95 207.45 208.45 206.45 (0.5%)

* The Resource Summary includes all operating allocations within the Department that contribute to the performance of this
Core Service. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may also contribute to
Core Service performance, yet are displayed elsewhere in this budget.

Budget Changes By Core Service

All General
Adopted Core Service Changes Positions Funds ($) Fund ($)
SAFE, HEALTHY, ATTRACTIVE AND VITAL COMMUNITY
1. Planning Fee Program (1.50) (170,718) (170,718)

In order to respond to projected activity levels and to achieve agreed upon cycle time and quality
standards, various actions. are necessary. In the Development Plan Review and Building
Construction Inspection core service these actions include a net decrease of 1.50 positions to the
Planning Fee Program; an increased vacancy factor (from 2% to 3%); a reduction to training
resources ($17,000) and use of the existing fee reserve ($265,147). This net decrease includes the
elimination of a vacant of 0.50 part-time Planner and 0.50 vacant Senior Planner, and reallocation of
a Records Clerk (0.50 Senior Office Specialist) to the Building Fee Program. A total of 6.50 Senior
Planners will remain in the program after this action. (Ongoing savings: $170,718)

Performance Results:

Cost, Cycle Time Planning Fee prograr will maintain agreed upon response times for services with no
fee increases.
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Economic and Neighborhood Development CSA

Core Service: Development Plan Review & Building Construction Inspection
Planning, Building and Code Enforcement Department

Budget Changes By Core Service (Cont’d.)

All General
Adopted Core Service Changes Positions Funds ($) Fund ($)
SAFE, HEALTHY, ATTRACTIVE AND VITAL COMMUNITY (CONT’D.)
2. Building Fee Program (0.50) (19,700) (19,700)

in order to respond to projected activity levels and to achieve agreed upon cycle time and quality
standards, various actions are necessary. In the Development Plan Review and Building
Construction Inspection core service these actions include a net decrease of 0.50 positions to the
Building Fee Program. This net decrease includes the elimination of a vacant Building Inspector and
a filled Division Manager (effective January 2006), the addition of a Marketing and Public Outreach
Officer, and the reallocation of a Records Clerk (0.50 Senior Office Specialist) from the Planning Fee
Program. In addition to these approved changes, there are two other adjustments in other
departments that impact the Building Fee Program. In the Information Technology Department, the
addition of a Supervising Applications Analyst position was approved to function as the Imaging
Technical Manager, who will provide programming support for the development partners’ complex
imaging software applications. In the Office of Economic Development, an existing Economic
Development Officer position will be reallocated to provide development facilitation for small
businesses in conjunction with the Building Division's Small Business Ambassador Program.
(Ongoing savings: $64,894)

Performance Results:
Cost, Cycle Time Building Fee program will continue to make progress towards agreed upon response
times for services with no fee increases.

3. Urban Runoff Regulation Compliance Review 1.00 83,526 0

The addition of a Planner position funded by the Storm Sewer Fund to review urban runoff regulation
compliance in development plans on a one-time basis was approved. This position will provide day-
to-day review and analysis of development applications for compliance with “C.3” requirements,
review of site design and pollutant source control techniques, and conduct outreach to the
Development community regarding stormwater management. (Ongoing costs: $0)

Performance Results:

Cost, Cycle Time, Customer Service Ensures adequate staffing needed to meet customer service and
permit compliance objectives while collecting real time data on how the review process is impacted by the
new requirements as a basis for a proposed Planning Fee increase to be considered for 2006-2007.
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Economic and Neighborhood Development CSA

. Core Service: Development Plan Review & Building Construction Inspection
Planning, Building and Code Enforcement Department

Budget Changes By Core Service (Cont'd.)

All General
Adopted Core Service Changes Positions Funds ($) Fund ($)
SAFE, HEALTHY, ATTRACTIVE AND VITAL COMMUNITY (CONT'D.)
4. Housing Action Team Staffing (0.50) (58,472) 0

The elimination of 0.50 Senior Planner position that supports the Housing Action Team was
approved. The Housing funds will still continue to support 0.50 Senior Planner. Due to a reduction in
tax increment revenues to support affordable housing development activities, a reduced level of
support from Housing funds is required. (Ongoing savings: $58,472)

Performance Results:
Quality This action should have no effect on the quality of development review as this reduction aligns
with anticipated workload.

5. Sewer Service and Use Staffing (0.50) (22,200) 0

The elimination of a vacant 0.50 part-time Word/Micro Processor Operator position in the Building

. Division was approved. Implementation of the Integrated Development Tracking System and other
technology improvements have allowed for the elimination of this position with no impact upon
existing service levels. Sewer Service and Use Charge Fund will continue to support a compliment of
1.1 positions in support of reviewing private development's impact on its activities. (Ongoing savings:
$22,200)

Performance Results:
No change to service ievels will result from this action.

6. Parking Validation 10,000 10,000

This action provides non-personal funding to support customer parking validation costs in the new
City Hall for development services customers and is funded by development revenues. (Ongoing
costs: $10,000)

Performance Results:
No change to service ievels will result from this action.

7. Miscellaneous Rebudgets 445,000 445,000
The rebudget of unexpended 2004-2005 funds will allow the Department to perform contractual plan
checking ($100,000); complete the relocation of Building Inspection staff to another location
($300,000); and tree mitigation services ($45,000). (Ongoing costs: $0)

Performance Results:
Quality/Customer Satisfaction N/A (Final Budget Modification)

2005-2006 Adopted Core Service Changes Total (2.00) 267,436 264,582
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Economic and Neighborhood Development CSA

Core Service: Fire Safety Code Compliance
Fire Department

Core Service Purpose

inimize loss of life and property from fires and hazardous materials releases. Provide on-

site code inspections and code plan review setvices to the City of San Jos€ business
community and residents in the San José service atea, resulting in a fire and chemical safe
environment.

Key Operational Setvices:

Q Engineering (Development Review)

Performance and Resource Overview

I he goal of the Fire Safety Code Compliance core service is to enforce the Fire and Health

and Safety Codes. This goal is attained through customer education during the plan review

consultations, inspection process, and enforcement. This core setvice contributes to the Economic

and Neighborhood Development (END) City Setvice Area outcome ‘Safe, Healthy, Attractive and

Vital Community”. In cooperation with the Planning, Building and Code Enforcement and Public

Works Departments, there is an ongoing effort to streamline the development permit and plan
check review process.

This core service reflects a restructuring plan, which results in the non-development services related
Regulatory Enforcement functions (Permitted/Special Occupancy Inspections, and Hazardous
Materials Code Enforcement) moving to the Public Safety CSA, Fire Prevention Core Service. This
restructuring more accurately reflects the role of the Regulatory Enforcement Inspection Program as
a Public Safety service, while continuing the setvice alignment of development related Engineering
Review with the goals and outcomes of the Economic and Neighborhood Development CSA.

The City-adopted California Fire Code trequires inspections of all new and tenant-improvement
construction related to fire and life safety. Site inspections ptior to construction are required to
ensure adequate water supply and fire apparatus access.

Fire Fee Program Cost Recovery Status

By Council policy, the Fire Fee Program revenues should recover 100% of costs. In 2004-2005, the
Fire Fee Program is experiencing revenues that appear to be in line with the cost recovery goals.
With the estimated level of activity for 2005-2006 however, base costs for providing services are
projected to exceed the estimated revenues for this cost-recovery fee program. To bring revenues in
line with costs, revenue actions wete approved in the 2005-2006 Adopted Budget. A restructuring
of Development Fees, designed to bring the basis for fee calculation in alignment with other
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Economic and Neighborhood Development CSA

Core Service: Fire Safety Code Compliance
Fire Department

Performance and Resource Overview (Cont’d.)

Fire Fee Program Cost Recovery Status (Cont’d.)

CSA partners, in addition to new fees for variance processing, temporary certificate of occupancy
teview, and single family and custom tract homes, are projected to produce revenue sufficient to
offset the base cost recovery imbalance.

Development Fee Program Performance

The Development Fee Program has experienced an upswing in engineering activity in the latter part
of 2004-2005, with a noticeable increase in larger, more complex projects that require additional
staff review time. Additionally, staff resources were re-directed to perform necessary work on the
new City Hall, especially in the latter part of 2004-2005. This activity upswing and redirection of
staff has resulted in delays in Fire Plan Check processing. Performance in meeting Fire Plan Check
processing time targets is estimated to end the year at 85%, well below the target of 100%. Recent
upswings in engineering activity are anticipated to continue through the end of 2004-2005, and into
2005-2006. For 2005-2006, while goals will remain the same, there will be challenges to meeting
turnaround performance targets, especially in the Express Review program. The completion of the
new City Hall project will allow the staff previously re-assigned to return to the fee-funded review
activities, increasing the available resources to the budgeted levels. There are significant indications
that, in addition to the general workload increase, several large complex high-rise projects may enter
the review pipeline in the first half of 2005-2006, which could require a reassessment of program
resources. Completion of Fire inspections within 24 hours is estimated at 96% in 2004-2005,
slightly below last year’s performance of 98%, and well above the target of 85%. The Fire
Department is working on completing a Business Plan for all inspection and engineering programs.
The Business Plan will enable program management to define resource allocations, and triggers for
requesting any additional positions that may be required to meet program targets, while remaining
cost recovery.

Performance Measure Development
Performance Measures and Activity Workload highlights related to non-development services

related functions have been deleted from this core service and shifted to the Public Safety CSA due
to the core service restructuring.
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Economic and Neighborhood Development CSA

Core Service: Fire Safety Code Compliance

Fire Department

Performance and Resource Overview (Cont’d.)

Fire Safety Code Compliance 2003-2004 2004-2005 2004-2005 2005-2006
Performance Summary Actual Target Estimated Target
@4 % of projects that receive thorough,
complete and consistent processing
in the first cycle of the staff review
process
- Fire Plan Check 94% 90% 87% 90%
- Inspections 92% 85% 89% 85%
E_-j Ratio of estimated current year fee 106% 100% 100% 100%
revenue to fee program cost
@ Selected cycle time measures
for Development services:
- Fire Plan Check processing 88% 100% 85% 100%
targets met*
- Fire inspections within 24 hours 98% 85% 96% 85%
R % of Development process participants 92% 75% N/A 75%
rating sefvice as good or excellent
* Targets are 2 to 6 weeks depending on size of project.
Activity & Workload 2003-2004 2004-2005 2004-2005 2005-2006
Highlights Actual Forecast Estimated Forecast
Plan Reviews Performed* 3,502 3,650 4,000 4,000
Inspections Performed* 3,991 1,700 4,000 4,500
* See Performance Measure Development section
Fire Safety 2003-2004 2004-2005 2005-2006 2005-2006 %
Code Compliance Actual Adopted Forecast Adopted Change
Resource Summary 1 2 3 4 (2 to 4)
Core Service Budget *
Personal Services $ 3,821,258 $ 4,083426 $ 2,090,465 $ 2,090,465 (48.8%)
Non-Personal/Equipment 153,118 162,714 74,614 74,614 (54.1%)
Total $ 3974376 $ 4,246,140 $ 2,165,079 $ 2,165,079 (49.0%)
Authorized Positions 33.50 31.50 17.25 17.25 (45.2%)

* The Resource Summary includes all operating allocations within the Department that contribute to the performance of this
Core Service. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may also contribute to

Core Service performance, yet are displayed elsewhere in this budget.
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Economic and Neighborhood Development CSA

Core Service: Fire Safety Code Compliance
Fire Department

Budget Changes By Core Service

All General
Adopted Core Service Changes Positions Funds ($) Fund (%)
SAFE, HEALTHY, ATTRACTIVE AND VITAL COMMUNITY
1. Fire Fee Program 0.00 0 55,389

This action bridges the gap between anticipated development review revenues in 2005-2006 of $3.3
million and base expenditures of $3.5 million by establishing new fees for single-family plan review,
hazardous materials plan check {express and intermediate) and Temporary Certificate of Occupancy
Processing activities; restructuring of the existing service fee to an hourly fee; and extending the
existing record retention fee to Hazardous Materials Installation activities. These fees are anticipated
to generate an additional $283,000 in revenue to support the program. Partially offsetting these
revenues is a shift of positions (0.10 Hazardous Materials Inspector, 0.32 Senior Engineer) from
support of the new City Hall project to the Fire Fee Program. These actions will maintain the
alignment of staffing and activity levels experienced in the development sector. (Ongoing costs: $0)

Performance Results:

Cost To achieve full cost-recovery, these actions will increase revenue to match the projected workload
for the Fire Fee Program. Customer Satisfaction Customer response times should improve slightly with
the shift of positions from work on the new City Hall capital project to the Fire Fee Program.

2005-2006 Adopted Core Service Changes Total 0.00 0 55,389
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Core Service: Increase the Affordable Housing Supply
Housing Department

Core Service Purpose

Provide funding and technical assistance for the creation of new affordable housing and

homebuyer assistance.
Key Operational Services:

L] Make Loans to Developers O Provide Homebuyer Assistance

Performance and Resource Overview

I his core service increases the supply of affordable housing by funding the construction of
new housing units and by improving homeownership opportunities for San José residents.
In the construction program, low-interest gap loans are provided to housing developers for the
construction of rental housing projects that are affordable to households with extremely low- to
low-incomes. The homeownership program, which includes the Teacher Homebuyer Program,
provides assistance by providing downpayment assistance and second mortgages as well as working
in partnership with a number of organizations to serve San José residents seeking homeownership
opportunities. This core service contributes to the Economic and Neighborhood Development
CSA outcome: Diverse Range of Housing Opportunities.

In February 2005, the Mayor announced a new goal to have 10,000 affordable housing units
completed or under construction over the eight-year time period of January 1999 through December
2006. As of April 2005, 7,423 units are complete and 1,351 are under construction towards this
goal. The Department will utilize approximately $30 million in bond proceeds and the line of credit,
secured by tax increment funds, to finance the construction of 601 new affordable housing units in
2005-2006.

By the end of 2004-2005, through the Teacher Homebuyer Program, the City anticipates having
assisted a total of 490 teachers since its inception in 2001. The prices of for-sale housing in 2004-
2005 rose to a level that exceeded affordability of local teachers. As a result, although the City’s
commitment to and funding of the program continues, the Teacher Housing Program will be unable
to reach its goal of serving 100 teachers for the year. In 2005-2006, the Housing Department will
utilize §2 million in federal HOME funds to supplement $2 million in 20% Tax Increment revenue
to suppott this program and meet the annual goal of providing 100 teachers with homebuyer loans
of up to $40,000 each. Although there will be sufficient funds for issuing 100 loans to teachers in
2005-2006, the program might continue to have difficulty to achieve its target due to the volatility of
the housing market.
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Economic and Neighborhood Development CSA

Core Service: Increase the Affordable Housing Supply
Housing Department

Performance and Resource Overview (Cont’d.)

In the fall of 2004, the Department received $2.16 million in Building Equity and Growth in
Neighbothoods (BEGIN) funds from the State Department of Housing and Community
Development (HCD). These funds provide downpayment assistance to homebuyers in new housing
developments. Neighborhood Housing Services of Silicon Valley (NHSSV) is under contract to
provide administration of this program. The Department is seeking additional BEGIN funds in
2005-2006. ’ '

Performance Measure Development

The performance measures for this core setvice were revised to provide clarity and consistency with
the Mayor’s 10,000-unit goal for the period of January 1999 through December 2006 and create

language uniformity within the measures.

Increase the Affordable Housing Supply 2003-2004 2004-2005 2004-2005 2005-2006
Performance Summary Actual Target Estimated Target
@p % of cumulative target achieved toward
1999-2006 affordable housing production N/A* N/A* 109% 100%
goal of 10,000 units (8,889 units) (9,375 units)
@’/’ % of annual Teacher Homebuyer Loans 90% 100% 73% 100%
target achieved (90 loans) (100 loans) (73 loans) (100 loans)
E‘i Cumulative ratio of non-City funds to
City funds in 2002-2007 New Construction 2.1:1 3:1 2:1 31
Program -
@ % of Teacher homebuyer loans approved
within 15 days of receipt of complete loan 98% 95% 95% 85%
application package
@ % of new construction units completing
construction within 36 months 95% 85% 85% 90%
of initial City funding commitment
ﬁ % of homebuyer clients (approved or
denied) satisfied or very satisfied with the 90% 90% 90% 90%
programs based on overall service
R % of developers satisfied or very satisfied
with the Department based on timeliness 80% 100% NA** 100%

in processing financing

New measure for 2005-2006
Data incomplete due to inadequate responses
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Core Service: Increase the Affordable Housing Supply
Housing Department

Performance and Resource Overview (Cont’d.)

Activity & Workload 2003-2004 2004-2005 2004-2005 2005-2006
Highlights Actual Forecast Estimated Forecast

Number of teacher homebuyers assisted 90 100 73* 100
Number of other homebuyers assisted 22 180 47 113
Total number of homebuyers assisted 112 280 120 213

Number of affordable housing units completed
or under construction since 1/1/1999

Annual 2,104 1,278 2,082 486
Cumulative 6,807 7.358 8.889 9,375
Average per-unit subsidy in funding 61,139 60,000 60,000 65,000

commitments for new construction projects ($)

*  Current for-sale housing market has limited properties in price range affordable to teachers.
**  Delays in completion of the program’s for-sale developments resulted in fewer second mortgage applications.

Increase the 2003-2004 2004-2005 2005-2006 2005-2006 %
Affordable Housing Supply Actual Adopted Forecast Adopted Change .
Resource Summary 1 2 3 4 (2 to 4)
Core Service Budget *
Personal Services $ 1032902 $ 1045799 $ 1,010490 $ 1,010,490 (3.4%)
Non-Personal/Equipment 51,176 229,814 164,409 164,409 (28.5%)
Total $ 1,084,078 $ 1,275613 $ 1,174,899 $ 1,174,899 (7.9%)
Authorized Positions 10.80 9.80 9.20 9.20 {6.1%)

The Resource Summary includes all operating allocations within the Department that contribute to the performance of this
Core Service. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may also contribute to
Core Service performance, yet are displayed elsewhere in this budget.

Budget Changes By Core Service

All General
Adopted Core Service Changes Positions Funds ($) Fund ($)

NONE
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Core Service: Long Range Land Use Planning

Planning, Building and Code Enforcement Department

Core Service Purpose

D evelop land use plans and policies to guide the future physical growth of the City.

Key Operational Services:

J city-wide Land Use Planning J specific/Area Planning
(General Plan) U Neighborhood Revitalization
Q Historic Preservation U Policy/Ordinance Development

Performance and Resource Overview

I he following are desired outcomes of this core setvice: a General Plan that is kept relevant

and current through the incorporation of approved amendments; a Zoning Code that is

clear and current; and land use plans, maps, and documents that are clear, comprehensive, and

accessible to customers. This core service contributes to all three primary outcomes of the

Economic and Neighbothood Development City Service Area: 1) Strong Economic Base; 2) Diverse
Range of Housing Opportunities; and 3) Safe, Healthy, Attractive and Viital Community.

Long Range Land Use Planning Overview

In addition to developer-funded planning efforts (i.e., Coyote Valley Specific Plan and Evergreen
Visioning Project) the City continues to perform limited long range planning work with City funds.
These planning activities include Council-initiated General Plan changes; planning work associated
with the implementation of Strong Neighborhoods Initiative (SNI) plans; and limited proactive
policy and regulatory work to advance the City’s adopted Economic Development Strategy. Each of
these activities directly address City Council ptiorities.

For 2006-2007, the initiation of a comprehensive General Plan update would further advance the
City’s long range planning program, including Council goals with respect to economic development,
affordable housing, and overall quality of life.

Staff Resources

A long-range planning Planner position was eliminated as part of this budget. This will bring the
total staffing reduction in this core setvice to eight positions since 2002-2003 (5.0 Planner I/1II, 2.0
Planning Technicians and 1.0 Office Specialist). In addition, a Senior Planner and a Planner II
position are proposed Compensation Impact Contingency Plan cuts. While dedicated limit-dated
staffing was added for the Coyote Valley Specific Plan and Evergreen Visioning Project, these
positions are scheduled for elimination upon completion of these efforts. It should be noted that
outside of the limit dated positions, the reduction of core staffing for long-range planning
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Economic and Neighborhood Development CSA

Core Service: Long Range Land Use Planning
Planning, Building and Code Enforcement Department

Performance and Resource Overview (Cont’d.)

Staff Resources (Cont’d.)

will reach 28.6% over the past three years with the approved cut. If taken, the Compensation
Impact Contingency Plan proposals would mean a staff reduction of 35.7% for that three-year
period. In addition, a temporary fee-funded Planner position, added in 2004-2005 to work on
General Plan amendments for large projects submitted at the end of the last fiscal year, expired at
the end of June 2005. All of the positions that have been cut in this budget are General Fund
positions — the traditional funding source for long range planning activities.

City-Wide Land Use Planning

Since 2003-2004, four General Plan hearings per year have been scheduled. This will continue in
2005-2006. Resources have been reallocated to this function because it is fee-based. As applications
increase, the additional resources commensurate with increased fee revenue may be needed in order
to meet performance goals.

In 1999-2000, the City Council approved the initiation of a Housing Opportunities Study. This
effort is focused on identifying possible sites for higher density residential and mixed-use
development along the City’s Transit-Oriented Development Corridors. The first phase included
General Plan amendments capturing opportunities along the Capitol Corridor. This effort
continued in 2001-2002 with a second phase focusing on the Stevens Creek Boulevard/West San
Catlos Street and Santa Clara Street/Alum Rock Avenue Corridors. The second phase was
completed in December 2002. A third and final phase, which included the remaining corridors
(Guadalupe, Vasona, and Winchester), was largely completed in December 2004. The City Council
deferred a couple of the Housing Opportunities Study (HOS) General Plan amendments to allow
for more discussion with neighboring property owners and other stakeholders. These amendments
will be consideted by the City Council in calendar year 2005.

General Plan Update

The last comprehensive update of San José’s General Plan was in 1994. Given the significant
growth issues facing the City, another comprehensive update is needed to allow City staff and the
City Council to engage the community in preparing a land use vision to direct future growth while
preserving the quality of life in the neighborhoods. A new plan will assist policy makers and
development interests in shaping a positive future for the community. It is estimated that the
General Plan update process would take 2 years and cost approximately $2.45 million. State law
allows local governments to levy a fee on development permits to pay the costs of a comprehensive
update of their General Plan.

By adopting MBA #25 as part of the final 2004-2005 Adopted Operating Budget package, the City
Council approved a timetable for the two-year process beginning in mid-2006. At the same time,
City Council elected not to approve the section of MBA#25 that proposed a 2.4% fee applied to
“Entitlement and Building Permit Fees” which would have raised $1.7 million over 4 years to cover
70% of project’s total cost. Instead, the original General Plan Update Fee of 1.25% proposed in the
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Core Service: Long Range Land Use Planning
Planning, Building and Code Enforcement Department

Performance and Resource Overview (Cont’d.)

General Plan Update (Cont'd.)

2004-2005 Fees and Charges Report was adopted. The adopted fee will raise $800,000 over 4 years
to cover the Update’s consultant and non-personal/equipment costs. The Update work plan now
calls for the reassignment of existing Principal Planner, Senior Planner, and Planner positions in the
Special Projects/SNI Team from other special projects to the Comprehensive General Plan Update.
It should be noted that two of these positions are proposed for deletion in the Compensation
Impact Contingency Plan. Should the positions be deleted, additional funding to support the staff
costs associated with the Update would need to be identified and secured in order to begin the
project on the City Council approved timetable in July 2006.

Special Projects/Strong Neighborhoods Initiative

The Special Projects/SNI Team continues to implement planning actions associated with the 19
approved SNI Neighborhood Improvement Plans. Working with the community and property
owners, staff is proactively initiating and processing General Plan amendments and rezoning
proposals to reflect the action items in the adopted SNI Plans, facilitate development and
reinvestment in these neighborhoods, and protect existing neighbor character. The positions
approved for deletion in this budget and proposed for deletion in the Compensation Impact
Contingency Plan, as described above, are part of this team.

The Special Projects/SNI Team is also responsible for other special projects. Staff is currently
working on the high priority update of the North San José Area Development Policy to facilitate
taller buildings and greater floor area ratios along the North First Street corridor in the Innovation
Triangle. This effort is an outgrowth of the adopted Economic Development Strategy and the
Council’s direction after the Getting Families Back to Work Study Sessions. The policy update was
considered-and approved by the Council in June 2005.

Specific/Area Planning

Per the adopted Council Budget Strategy, new advance planning efforts must now be funded by
outside sources. The Coyote Valley Specific Plan and Evergreen Visioning Project are both
underway and will continue in 2005-2006.  These major, highly visible, and community-based
planning efforts require intensive inter-departmental and inter-agency coordination as well as day-to-
day project management to meet the aggressive schedules established for each effort. Both projects
are scheduled for completion near the end of 2005-2006.

Performance Measure Development
The performance measure that tracked the percentage of acres where new development occurs
within eight years of specific plan adoption has been dropped from this core service. This is due to

the fact that all of the City’s adopted specific plans, except Martha Gardens, are now older than
eight years rendering that measure less meaningful.
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Core Service: Long Range Land Use Planning
Planning, Building and Code Enforcement Department

Performance and Resource Overview (Cont’d.)

Long Range Land Use Planning 2003-2004 2004-2005 2004-2005 2005-2006
Performance Summary Actual Target Estimated Target
Ei % of special planning efforts completed
within targeted cost:
Specific/Area Policy Plans: 100% No Target N/A 100%
North San Jose Development Policy: N/A 100% 100% N/A
a % of special planning efforts completed
within targeted time:
Specific/Area Policy Plans: 100% No Target N/A 100%
North San Jose Development Policy: N/A 100% 100% N/A
R % of planning process participants 90% 80% 96% 85%
rating service as “good” or “excellent”
Activity & Workload 2003-2004 2004-2005 2004-2005 2005-2006
Highlights Actual Forecast Estimated Forecast
Number of Scheduled/Completed Specific/Area 1 0of 1 0of 0 0of0 20f2
Policy Plans
Number of planning policy studies 0of 0 10f1 1of1 0of 0
Number of General Plan Amendments 27 30 32 30
Long Range Land 2003-2004 2004-2005 2005-2006 2005-2006 %
Use Planning Actual Adopted Forecast Adopted Change
Resource Summary 1 2 3 4 (2 to 4)
Core Service Budget *
Personal Services $ 2243160 $ 2,341,216 $ 2,337,869 § 2,242,287 (4.2%)
Non-Personal/Equipment 548,594 191,763 208,543 238,343 24.3%
Total $ 2,791,754 $ 2,532,979 $ 2,546,412 $ 2,480,630 (2.1%)
Authorized Positions 32.45 3145 30.45 30.45 (3.2%)

* The Resource Summary includes all operating allocations within the Department that contribute to the performance of this
Core Service. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may also contribute to

Core Service performance, yet are displayed elsewhere in this budget.
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Core Service: Long Range Land Use Planning
Planning, Building and Code Enforcement Department

Budget Changes By Core Service

All General
Adopted Core Service Changes Positions Funds (%) Fund ($)
SAFE, HEALTHY, ATTRACTIVE AND VITAL COMMUNITY
1. Long Range Land Use Planning (1.00) (95,782) (95,782)

This action eliminates a vacant Planner in Long Range Land Use Planning and the Special
Projects/Strong Neighborhoods Initiative (SNI) Team. The impact of this action is a reduction of
service within the Special Projects team in the Planning Services Division. Action items in SNI and
specific plan areas as well as tactics identified in the adopted Economic Development Strategy may
be delayed. Two General Fund and three CDBG positions will remain to address these activities.
(Ongoing savings: $95,782)

Performance Results:
Quality, Cycle Time Cycle times will increase for analysis, research, community communications,
coordination with other Departments, and other work associated with the Special Projects team.

2,

General Plan Team, Data Management and 0 0
Zoning Ordinance Funding Shift

A technical adjustment to reallocate 0.7 General Plan Planner, 0.5 Data Management Senior Planner
and 0.5 Zoning Ordinance Senior Planner from the General Fund to the Planning and Building Fee
Programs was approved. This action will more properly allocate department resources to funding
sources and workload need for 2005-2006 and beyond. (Ongoing costs: $0)

Performance Results:
No change to service levels will result from this action as these adjustments align staffing resources to
funding sources.

3.

Evergreen Visioning Project 1.00 0 0
Position Extension

A technical adjustment to extend a Planner position authorized to support the planning efforts of the
Evergreen Visioning Project until June 30, 2006. The funding, which is reimbursed by the
developers, appears in the City-Wide expenses section of this document. (Ongoing costs: $0)

Performance Results:
No change to service levels will result from this action.
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Core Service: Long Range Land Use Planning
Planning, Building and Code Enforcement Department

Budget Changes By Core Service (Cont'd.)

All General
Adopted Core Service Changes Positions Funds ($) Fund ($)
SAFE, HEALTHY, ATTRACTIVE AND VITAL COMMUNITY (CONTD.)
4. Rebudget: Historic Conservation 30,000 30,000

The rebudget of unexpended 2004-2005 funds will allow the Department to support - historic
conservation activities. (Ongoing costs: $0)

Performance Results:
Quality/Customer Satisfaction N/A (Final Budget Modification)

2005-2006 Adopted Core Service Changes Total 0.00 (65,782) (65,782)
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Core Service: Maintain the Existing Affordable Housing Supply
Housing Department

Core Service Purpose

I his core service provides rehabilitation loans and grants and construction oversight to

extend the useful life of affordable housing, including single-family homes, mobile homes

and multi-family buildings. In addition, this core service provides loan servicing and portfolio

oversight to protect the City’s investments and ensure the affordable units remain affordable as well

as provide Rental Dispute services to community residents to ensure rent increases are controlled
and assist clients with eviction notices.

Key Operational Services:

U Loan Compliance and Collections a Housing Rehabilitation
(1 Rental Rights and Referral
Services

Performance and Resource Overview

aintaining the existing supply of affordable housing involves three distinct activities. The

first 1s the physical maintenance of buildings to extend their life, including both small-
scale rehabilitation of single-family homes, multi-family apattments, and mobile home units and the
acquisition/rehabilitation of large apartment complexes. The second is providing assistance to
renters and rental property owners through the Rental Rights and Referrals Program. The third is
ensuring that housing units subject to long-term affordability restrictions remain affordable and well
maintained for the term of the restriction and safeguarding City assets through management and
collection of loans. This core service contributes to the following Economic and Neighborhood
Development CSA outcomes: Diverse Range of Housing Opportunities and Safe, Healthy, Attractive and
Vital Community.

Housing Rehabilitation

The City offers a number of programs to San José residents and property owners seeking to
maintain and/or improve the condition of their properties. These programs currently provide low-
interest or interest-free loans or grants to low-income homeownets to perform critical repairs from
replacing substandard systems such as bathrooms, kitchens, roofs and hot water systems to
removing lead based paint and providing new extetior paint.

A safe, healthy, attractive and vital community is one of the outcomes of the END CSA. The
housing rehabilitation program is a critical component of the partnership between the City and SNI
community leaders to revitalize neighborhoods. The Department continues to aggressively putsue a
vatiety of sources of funds for rehabilitation projects in SNI areas, target current funding to these
areas per Council Policy, and continue to actively work with SNI staff from the Agency and the City
to assist neighbothoods with the implementation of rehabilitation demonstration projects.
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Core Service: Maintain the Existing Affordable Housing Supply

Housing Department

Performance and Resource Overview (Cont'd.)

Housing Rehabilitation (Contd.)

For 2005-2006, the Department is budgeting $4.5 million for housing rehabilitation projects, with
funding coming from: Federal HOME funds ($2 million), Community Development Block Grant
($1.5 million), and CalHome (§1 million) funds. Additional funds will be sought to continue
successful efforts, particularly focused on SNI neighborhoods.

Rental Rights and Referrals

Over the past two years, the Rental Program has administered the new Non-Rent Controlled
Tenancy Program, which provides mediation setvices to tenants receiving no-cause eviction notices.
At the time of inception, a $.50 pet-unit annual fee — generating $10,183 — was put in place to
provide funds to administer the new program. In order to provide the funds necessary to fully fund
the program, a CDBG grant has been approved in the amount of $47,793 for 2005-2006.

Declining rent rates and increased vacancies over the past year have resulted in fewer rental disputes
and evictions and therefore decreased demand for services in the apartment and mobilehome rent
control programs. Projections of ongoing demand for the program services are still uncertain due to
the current market conditions. Therefore, staff intends to postpone any fee changes another year, to
allow a longer, more stable evaluation period. As part of the 2006-2007 budget process, program
staff will evaluate costs and develop a recommendation for fee changes to maintain cost recovery for
all Rental Rights and Referrals programs.

Loan Compliance and Collections

The Housing Department loan portfolio is expected to be near $500 million by June 2005. The
Loan Compliance unit performs a variety of asset management functions to protect the City’s
investment in housing projects, including ensuring that affordable housing projects are properly
managed and maintained, and that they are kept affordable to low- and moderate-income residents.
In addition, the Loan Collections unit is responsible for ensuring that housing loans due to the
Department are paid in a timely manner, and taking the necessary enforcement action when
financial, regulatory or contractual obligations ate not met. The repaid loans are then made available
for other housing projects.

The Loan Compliance and Collections units expect to complete the following projects in 2005-2006:
work with affordable housing development property management companies to develop the
automated submission of compliance information; coordinate with the Redevelopment Agency to
prepare for the anticipated growth in inclusionary housing units over the next five years; verify
occupancy of units assisted by second mortgage programs; and conduct an analysis for options to
refinance portions of the loan portfolio.
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Core Service: Maintain the Existing Affordable Housing Supply

Housing Department

Performance and Resource Overview (Cont’d.)

Performance Measure Development

The cumulative production goal for affordable housing units achieved through acquisition and
rehabilitation has been dropped. These units will be included in the overall 10,000 unit production
goal reported in the “Increase Supply of Affordable Housing” Core Service. Other performance
measures for this core service were slightly revised to provide clarity and consistency with the

manner in which the data is collected.

Maintain the Existing

Affordable Housing Supply 2003-2004 2004-2005 2004-2005 2005-2006
Performance Summary Actual Forecast Estimated Target
Default rate of loan portfolio by category:
(Includes both declared and non-declared defaults)
% of total loan principal:
1. Project LLoans 3.3% <6% <4% <4%
2. Rehabilitation Loans 7.3% <4% <6% <4%
3. Homebuyer Loans 1.30% <3% <2% <2%
% of total loans:
4. Project Loans 5.10% <6% <4% <4%
5. Rehabilitation Loans 7.20% <8% <6% <4%
6. Homebuyer Loans 1.30% <4% <2% <2%
@/} % of loan payments collected out of scheduled total 100% 100% 100% 100%
payments due to the City
E-j % of rehabilitation projects that are under 98% 75% 90% 75%
$55,000 per unit
5-3 % of all non-mobilehome rehabilitation project N/A 75% 70% 75%
funds approved within SNI neighborhoods
{:3 % of all rehab program funds that are loaned N/A 25% 15%* 25%
versus granted
E Cumulative ratio of non-City to City funds in 1410 1 15t0 1 16to 1 15t0 1
acquisition/rehabilitation projects since 1/1/1999
@ % of emergency repair requests completed within N/A 75% 85% 75%
15 days of qualification to completion of critical repair
75% 60% 75%

@ % of small rehabilitation projects completed N/A
within 6 months of approval

e The goal of 25% loans was not met due to a backlog of existing grant applications. Once the application backlog is
eliminated, the program can focus on marketing and screening new applicants to meet program goals.
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Core Service: Maintain the Existing Affordable Housing Supply

Housing Department

Performance and Resource Overview (Cont’d.)

Maintain the Existing
Affordable Housing Supply 2003-2004 2004-2005 2004-2005 2005-2006
Performance Summary Actual Target Estimated Target

% of large rehabilitation projects completed within
12 months from approval (substantial completion) N/A 75% 50%* 75%

% of paint grant projects completed within 6 months
from complete application to project completion N/A 80% 0% 0%

% of rehabilitation, mobilehome, and paint-grant
clients satisfied or very satisfied based on overall N/A 95% 98% 95%
service

satisfied or very satisfied with overall service 82% 90% 85% 90%
based on client survey

% of loan management clients satisfied or N/A 85% TBD** 80%
very satisfied based on overall service

@
G
ﬁ % of Rental Rights and Referrals Program clients

% of project occupants rating units good or NA NA NA TBD***
excellent based on value, project amenities
and maintenance

*  Through mid-year, 5 large projects were completed, most of which were initiated prior to the SNI exterior grant program.
The current focus is on eliminating the backlog of grant applications and meeting the 75% goal in the future.

**  Survey not completed due to inadequate responses.

***  Survey responses have been inadequate for the past two years. New survey delivery method will be developed in 2005-
2006.

Activity & Workload 2003-2004 2004-2005 2004-2005 2005-2006
Highlights Actual Forecast Estimated Forecast

Number of rehabilitation projects completed
1. Rehabilitation Projects 211 205 200 200
2. Paint Projects 416 450 150* 100
3. Mobile home projects 159 120 120 150
Total: 786 775 470 450

Number of rehabilitation applications approved or cancelled
1. Rehab, conventional homes

-SNI neighborhoods 145 150 219 150

-Non-SNI neighborhoods 114 100 110 100

2. Mobile home projects 76 150 171 150

3. Paint projects 500 450 0* 100
Total: 835 850 500 500

Number of emergency pre-application inspections N/A 100 220 50

* Due to funding reductions, no new applications for Paint Grants were processed in 2004-2005. Paint projects completed
in 2004-2005 were from applications received in prior fiscal year.
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Economic and Neighborhood Development CSA

Core Service: Maintain the Existing Affordable Housing Supply

Housing Department

Performance and Resource Overview (Cont'd.)

Activity & Workload 2003-2004 2004-2005 2004-2005 2005-2006
Highlights Actual Forecast Estimated Forecast
Size of Housing Department loan portfolio by
category:
Total loan principal ($):
1. Project Loans 393,873,880 463,900,000 467,228,595 504,562,845
2. Rehabilitation Loans 18,536,298 17,000,000 16,950,325 17,925,325
3. Homebuyer Loans 20,079,555 28,000,000 21,928,517 24,178,517
Total 432,489,733 508,900,000 506,107,437 546,666,687
Total number of loans:
4. Project Loans 140 175 148 152
5. Rehabilitation Loans 583 590 499 513
6. Homebuyer Loans 551 840 574 626
Total 1,274 1,605 1,221 1,291
Number of Loan Management transactions (refinances, 349 525 475 480
payoffs, subordinations, assumptions)
Number of units inspected on major N/A 1,700 550* 1725
projects in loan portfolio
# of unduplicated Rental Right Referral Program clients 2,143 1,750 2,400 2,400
Number of clients assisted with eviction notices 277 175 300 300

* The goal was to inspect 10% of the 17,000 units in the portfolio.
goal.

Limited staff resources resulted in falling short of this

**  Although the number of evictions is down in the current market, outreach efforts have resulted in program information

going to larger numbers of renters and landlords.

Maintain the Existing 2003-2004  2004-2005 2005-2006 2005-2006 %
Affordable Housing Supply Actual Adopted Forecast Adopted Change
Resource Summary 1 2 3 4 (2to 4)
Core Service Budget *
Personal Services $ 3088270 $ 2854934 $ 3,127519 $ 3,127,519 9.5%
Non-Personal/Equipment 142,680 799,052 540,911 540,911 (32.3%)
Total $ 3,230,950 $ 3,653,986 $ 3,668430 $ 3,668,430 0.4%
Authorized Positions 34.50 30.50 31.80 31.80 4.3%

. Adopted Core Service Changes

* The Resource Summary includes all operating allocations within the Department that contribute to the performance of this
Core Service. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may also contribute to
Core Service performance, yet are displayed elsewhere in this budget.

Budget Changes By Core Service

General
Fund ($)

All

Positions Funds ($)

NONE
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Economic and Neighborhood Development CSA

Core Service: Outdoor Special Events
Office of Economic Development

Core Service Purpose

I o develop and manage resources that support and build diverse cultural organizations and
the arts.

Key Operational Services:

U coordination and Support for 1 Event Organizers’ Technical
Special Events Assistance

Q Special Events Development | Development/Enforcement of
and Production Event Guidelines

O Grant Support

Performance and Resource Overview

I he Outdoor Special Events cote service prior to 2005-2006 supported the Recreation and
Cultural Services City Setvice Area (CSA) outcome: ViZbrant Cultural, Learning and Leisure
Opportunities.  In 2005-2006, this core service moved into the Economic and Neighborhood
Development (END) CSA and will support END’s Strong Economic Base outcome. This service,
housed in the Office of Cultural Affairs (OCA), oversees special event planning; coordinates all City
services that support events; authorizes special events on public and private property throughout the
City; develops policies, regulations and ordinances related to special events; and is a key participant
in planning new or improved outdoor event venues. Per Council direction, beginning in 2005-2006,
OCA became patt of the Office of Economic Development.

The Outdoor Special Events Program designs and produces special City events on an as-needed
basis (e.g., San José's celebration of California Arts Day, the Jingle Jam Holiday Party and Carnival);
supports unique one-time events such as the new City Hall Grand Opening activities; and
participates in special projects such as the San José Grand Prix, the Redevelopment Agency’s Public
Spaces Programming, planning for the 2006 International Society of Electronic Arts (ISEA)
ZeroOne Arts and Technology Festival, the San José Convention and Visitor’s Bureau Aecess San José
customer service project, and the New Civic Center facility management policy development
process.

The key challenge for this core service is the number, size and complexity of events and how to
incorporate them into the community, while maintaining normal business activity and neighborhood
integrity. Performance data indicates that the challenge has been met - 89% of event attendees rate
event quality, safety and accessibility as good to excellent, while 90% of neighbors rate event
coordination as good to excellent, based on safety and planning.

One performance result that is not specifically called out is the percentage of recovered costs for
expenses incurred by City departments to deliver special events. The 2003-2004 actual shows that
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Economic and Neighborhood Development CSA

Core Service: Outdoor Special Events
Office of Economic Development

Performance and Resource Overview (Cont’d.)

while OCA staff maintained a high recovery rate (97%) the final payment from one event producer,
which 1s fully expected to be received, will bring the actual recovered costs to 100% for 2003-2004.
This has been accomplished by OCA staff tracking payment records and actively working with
organizations to encoutage payment of outstanding invoices. It is hoped that, with the anticipated
increase in the overall number of events and the additional responsibilities of activating the new City
Hall spaces, staff will be able to maintain a similar recovery rate in 2004-2005 and 2005-2006.

In 2004-2005, staff implemented various improvements in the event program as a result of the 2003-
2004 City Council directives related to special events, as part of the City’s Getting Families Back to
Work initiative. Among the major accomplishments was the implementation of a new “One-Start”
Special Event Permit application form that consolidates multiple City applications into one form,
and establishes a single “gatekeeper” to handle all incoming event applications and inquiries. This
streamlined process eliminates repetitive paperwork and travel for event producers, and sharply
reduces the telephone “run-around” that potential event producers have sometimes experienced
when seeking to establish an event in San José. The special event grant process refocused. its
primary goals on economic enhancement, cultural entichment and promotion of the City of San
José. Required grant paperwork was streamlined whenever possible and information was made
available on-line and downloadable. Event evaluations were improved to be less subjective in
format. Beginning in 2005-20006, successful grant applicants will be able to further streamline their
grant application process by taking advantage of a “multi-year scoting” opportunity, which will be
offered as part of the grant program improvements to reward and recognize high-scoring, successful
events.

A comptehensive, informative special event website is anticipated to be launched in Fall 2005 to
attract new events that will enhance the community’s quality of life for residents and visitors alike. It
is anticipated that the inclusion of this core service in the Economic and Neighborhood
Development CSA will influence further development of the City’s special events progtam (as
resources allow), to include more emphasis on event development and to develop more accurate
measurement of the economic impact of various types of special events.
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Core Service: Outdoor Special Events

Office of Economic Development

Performance and Resource Overview (Cont’d.)

Outdoor Special Events 2003-2004 2004-2005 2004-2005 2005-2006
Performance Summary Actual Target Estimated Target
@4 % of events rated by City departments 55% 65% 81% 70%
good to excelient based on planning
E—i Ratio of City grant funding to all other $1:$9 $1: %9 $1:$9 $19
revenue sources
E:] Net cost of City services per 1000 event $1.24 $0.95 $1.00 $0.95
attendees
@ % of events billed within 30 days of 88% 75% 75% 75%
cost determination
R % of event organizers rating city services and 80% 85% 73% 80%
facilities good to excellent based on
safety and planning
R % of event attendees rating events 88% 90% 89% 90%
good to excellent based on quality, safety
and accessibility
R % of residents rating the City’s efforts at 46% 46% 46% 48%
providing an adequate number and variety
of outdoor special events as good or excellent
R % of neighbors rating event coordination 90% 90% 90% 90%
good to excellent based on safety and
planning
Activity & Workioad 2003-2004 2004-2005 2004-2005 2005-2006
Highlights Actual Forecast Estimated Forecast
# of events heid on public and private property 388 400 350 400
# of event attendees 1,656,809 2,000,000 1,928,215 2,000,000
Grant funding for special events $397,045 $292,251 $320,951 $310,516
Cost of City services (for special events) $356,731 $475,000 $467,000 $475,000
# of non-profit sponsored events 302 275 260 300
Recovered cost $354,680 $473,100 $464,000 $473,100
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Core Service: Outdoor Special Events
Office of Economic Development

Performance and Resource Overview (Cont'd.)

Outdoor Special 2003-2004 2004-2005 2005-2006 2005-2006 %
Events Actual** Adopted** Forecast Adopted Change
Resource Summary 1 2 3 4 (2to 4)

Core Service Budget *

Personal Services $ 448661 $ 448,661 N/A
Non-Personal/Equipment 263,092 263,092 N/A
Total $ 711,753 § 711,753 N/A
Authorized Positions 4.00 4.00 N/A

The Resource Summary includes all operating allocations within the Department that contribute to the performance of this
Core Service. Note that additional rescurces from City-Wide, Special Funds and/or Capital Funds may also contribute to
Core Service performance, yet are displayed eisewhere in this budget.

Prior to 2005-2006, Outdoor Special Events Core Service appeared in the Recreation and Cultural Services City Service
Area under the Conventions, Arts and Entertainment-Department.

*k

Budget Changes By Core Service

All General
Adopted Core Service Changes Positions Funds ($) Fund ($)

NONE
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Economic and Neighborhood Development CSA

Core Service: Provide Services to Homeless and At-Risk Populations
Housing Department

Core Service Purpose

‘ oordinate services toward ending homelessness.

Key Operational Services:

L coordination of Services Aimed to U Grant Administration
End Chronic Homelessness

(] Information and Referral Services
for Homeless and Those At-Risk of
Homelessness

Performance and Resource Overview

San José is the leading agency in the County to address the issue of ending chronic
homelessness, since the approval of the Homeless Strategy. Housing Department staff has
participated in the County's efforts to develop their own 10-Year Plan to end homelessness and
chaired two of the working groups (Petrmanent Supportive Housing and Assessment of Need and
Measurement of Success). This core setvice also coordinates and oversees a contract with a
coalition of agencies to assist homeless individuals and families and those at risk of homelessness.
Direct services include information and referrals to emergency, transitional, and permanent housing
options; coordination of rental assistance and mortgage payment assistance; and linkages to other
services such as health care, job opportunities, and transportation. In addition, three grant programs
are administered by this core service: the federal Emergency Shelter Grant program (ESG), grants
and loans made through the Housing Trust Fund, and the Housing Opportunities for People with
AIDS program (HOPWA). This core service conttibutes to the Economic & Neighborhood
Development CSA outcome: Diverse Range of Housing Opportunities.

The City is placing a strong focus on using creative strategies to implement the City’s aggressive
Ten-Year Plan to eliminate chronic homelessness. Actions taken to meet this goal in 2004-2005
included completing a homeless count and sutvey, and establishing a “wrap-around” service contract
to improve setvice delivery systems for the homeless throughout the City and County. In 2005-
2006, the City will focus on working with its partners to implement a County-wide strategy to
eliminate chronic homelessness over the next ten years, establishing a supportive service system that
will enable homeless families to move directly into permanent housing, and working on a regional
basis to ensure that homeless families receive services in their own jurisdictions.

The second main function of this core service is to administer the Department’s program of
providing grants to non-profit agencies delivering services to homeless individuals and families and
those at risk of homelessness. This program oversees contracts, monitors compliance, and manages
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Economic and Neighborhood Development CSA

Core Service: Provide Services to Homeless and At-Risk Populations
Housing Department

Performance and Resource Overview (Cont'd.)

disbursements. This ensures compliance with federal and State funding regulations and the delivery
of service that is consistent with the goals of the Department and the City. In 2005-2006, the
ptogram will grant $454,000 in federal Emergency Shelter Grant (ESG) funds, $713,920 in federal
Housing Opportunities for People With Aids (HOPWA) funds, and will award up to $3 mullion in
Housing Trust Funds and $1.5 million in State Proposition 46 funds.

Performance Measure Development

The performance measures are designed to evaluate how effectively the program provides assistance
to the homeless population. The measures include services delivered through City funding of non-
profit agencies offering specialized setvices to the homeless and those at tisk of homelessness. Two
new performance measures have been added to track the progress achieved toward the City’s goal of
ending and preventing chronic homelessness in accordance with the Ten-Year Homeless Strategy.
One measure was dropped that had reported the estimated number of homeless people in the City.
This data is derived from a census that is conducted no more often than every two years. The
census is reported separately to the City Council, but will no longer be included in quarterly or
annual performance measures.

Provide Services to Homeless and

At-Risk Populations 2003-2004 2004-2005  2004-2005 2005-2006
Performance Summary Actual Target Estimated Target
% of qualified clients who moved from New New New 10%

@ﬂ homelessness to permanent housing

[3 "Ratio of non-City funds to City funds for
individuals and families who are homeless 0.81t01 4to1 4101 4to01
or at risk of being homeless

@ % of qualified clients that are referred to or 93% 95% 95% 95%
assisted with emergency housing within 24 hours

@ % of qualified at-risk clients who receive one- 95% 90% 90% 90%
time rental/mortgage assistance within 5 days

% of walk-in clients that are satisfied or very
satisfied based on overall services, timeliness 100% 95% 100% 95%
and courtesy
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Core Service: Provide Services to Homeless and At-Risk Populations

Performance and Resource Overview (Cont'd.)

Housing Department

Activity & Workload 2003-2004 2004-2005 2004-2005 2005-2006
Highlights Actual Forecast Estimated Forecast
Estimated number of clients receiving direct or
indirect assistance from community-based agencies 22,582 15,000 20,818 17,000
assisted by City funds
Number of unduplicated clients assisted by the 15,532 8,000 6,440 6,800
Homeless Program
Number of homeless people returning for services 6,800 8,000 4,350 6,800
Number of qualified clients referred to or assisted 931 75 50 0
with obtaining a job
Number of clients assisted by phone 19,030 15,000 27,800 25,000
Number of clients seeking assistance with the following:
1. Transportation 8,320 6,000 14,545 6,000
2. Referred to emergency housing 504 300 350 300
3. Referred to transitional housing 90 50 70 150
4. Referred to permanent housing 225 1,200 554 650
5. Information regarding landlord negotiations,
intervention with Social Services (Calworks, 359 2,500 1,820 2,000
Social Security, Veteran, etc.)
Provide Services to
Homeless and At-Risk 2003-2004 2004-2005 2005-2006 2005-2006 %
Populations Actual Adopted Forecast Adopted Change
Resource Summary 2 3 4 (2 to 4)
Core Service Budget *
Personal Services $ 295207 % 321,218 § 311,340 $ 311,340 (3.1%)
Non-Personal/Equipment 32,493 29,597 29,597 (8.9%)
Total $ 310,034 $ 353,711 §$ 340,937 $§ 340,937 (3.6%)
Authorized Positions 3.40 3.30 3.30 (2.9%)

The Resource Summary includes all operating allocations within the Department that contribute to the performance of this

Core Service. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may also contribute to
Core Service performance, yet are displayed elsewhere in this budget.

Budget Changes By Core Service

Adopted Core Service Changes

Positions

All

Funds ($)

General
Fund ($)

NONE
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Economic and Neighborhood Development CSA

Core Service: Regulate/Facilitate Private Development
Public Works Department

Core Service Purpose

I g eview of private development to ensure that new development contributes to the safety and

elfare of the citizens as well as the City’s economic development.
Key Operational Services:

Development Application Review
Assessment Engineering

Utility Permits

Underground Service Alert

Grading Permits

Public improvement Permits
Traffic Reports

Inspection

Subdivision Maps

opoooo
Ccooo

Performance and Resource Overview

I here are three components to this core service: Development Plan Review and Inspection,
which involves Public Works® review of private development planning projects,
development of Public Works’ conditions of approval, and inspection of public facilities
construction; Assessment Engineering, which administers projects funded by municipal financing
districts; and the Utility Program, which reviews and issues permits to utility companies and locates
city owned underground facilities. The Development Fee Program is operated on a 100% cost-
recovery basis and requires the flexibility of adding temporary positions in response to fluctuations
in development activity.

All of the operational services under the core service of Regulate/Facilitate Private Development
contribute to the Economic and Neighborhood Development City Service Area’s outcome Safe,
Healthy, Attractive and Vital Community.

The Development Plan Review and Inspection component of the core setvice involves Public
Works’ review of private development planning projects, development of Public Works’ conditions
of approval, and inspection of public facilities construction. The City Council mandates that the
Development Fee Program recover 100% of the cost of development plan review and inspection.
Prior to 2001-2002, workload measured by development revenues had increased steadily from

- approximately $3.35 million in 1994-1995 to $7.2 million in 2000-2001 due to the strength of the
local economy and the demand for housing and commercial space. However, the economic
recession experienced in the region caused the Development Fee Revenue to decline during 2001-
2002 and 2002-2003. Prior to the economic downturn, an imbalance between the cost of providing
services to developers and the revenue the City collected for delivering those setvices existed. This
imbalance was, however, masked by the volume of workload Public Works staff was receiving.
When the workload declined, it became appatent that the actual cost of providing services exceeded
the amount of revenue the City was collecting and a fee increase was necessaty.

VII-151



Economic and Neighborhood Development CSA

Core Service: Regulate/Facilitate Private Development
Public Works Department

Performance and Resource Overview (Cont'd.)

In 2003-2004, the first year that fee increases were in effect, workload increased dramatically
resulting in record collections of $7.7 million. While activity was lower than anticipated during the
first half of 2004-2005, the program was still projected to meet its revenue forecast of $7.1 million
by the end of the year. Revenue collections are expected to remain flat at §7.1 million in 2005-2006,
while program costs are estimated to increase to approximately $7.4 million. This budget includes a
combination of actions including expenditure reductions and use of reserves to close that gap.

The Assessment Engineering section administers projects funded by municipal financing districts.
Responsibilities of this section include preparing plans and specifications, awarding contracts,
inspecting construction, collecting and accounting for assessment payments and maintaining public
infrastructure improvements. Currently, this group assists the Department of Transportation to
manage eight Community Facilities Districts, 13 Maintenance Assessment Districts, and 10
Improvement Districts. This section is also responsible for managing several public improvement
related projects funded by the Redevelopment Agency, such as improvements in the Edenvale area.

The Utllities section reviews plans and issues permits for work performed by utlity and
telecommunications companies and locates City-owned underground facilities. The Utilities Section
also prepares for City Council’s approval a five-year utility undergrounding plan to underground
existing overhead utility company facilities and remove utility poles. These activities are funded by
the Public Utilities Commission’s undet-grounding program (e.g. PG&E’s Rule 20A) and the
developer assisted Underground In-Lieu Fees program (Rule 20B). Further information on this
program can be found in the Developer Assisted Projects Capital Program section of the 2005-2006
Adopted Capital Budget.

Based on feedback from the City Council’s Getting Families Back to Work Study Sessions, the
adopted Economic Development Strategy, and recommendations from development industry
groups, the cycle time performance measurement was raised from 85% to 100% in 2004-2005. This
aggressive target reflects the continued emphasis on eliminating delays in the development process.
Although the projected 2004-2005 cycle time performance measurement falls short of the desired
goal, it is important to note that overall cycle time measurements have increased over the past three
fiscal years (65% in 2002-2003, 83% in 2003-2004, and a projected 85% in 2004-2005). Due to the
aggressive nature of this new measurement, the core service recognizes that the effective use of
technology tools, such as the Application Management and Data Automation database system, will
provide the resources for staff to attain the 100% target.

Both the “number of customer surveys returned” and “number of customers surveyed with a rating
of good or excellent” activity and workload highlights are anticipated to fall short of 2004-2005
forecasted levels. This is due to a change in the methodology for data collection for these measures.
The Department has adopted an automated e-mail survey as opposed to the classic telephone
survey, which should ultimately improve the response rates. This change, however, was
implemented late in the fiscal year, and the response level was not as high as anticipated. It is
expected that current efforts to increase customer participation in surveys will result in an increase 1n
the percentage of customers who respond to the survey in 2005-2006.
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Core Service: Regulate/Facilitate Private Development
Public Works Department

Performance and Resource Overview (Cont'd.)

Performance Measures Development

The “Number of Utllity Permit Plans Reviewed” workload measure is revised to now track major
utility permits only. Previous petformance data included major and minor utility permits. In the
utility review processes, minor permits are issued within 2 days of submittal and do not require plan

submittal.

Regulate/Facilitate Private
Development 2003-2004 2004-2005 2004-2005 2005-2006

Performance Summary Actual Target Estimated Target

@é % of projects that receive thorough,
complete, and consistent processing

in the first cycle of the review process:
Development Review* 80% 90% 85% 90%

[:3 Ratio of current year fee revenue to 108.3% 100% 100% 97.7%
Development Fee Program cost

@ Selected cycle time measures for:
Improvement plan processing targets met * 83% 100% 85% 100%
Planning processing targets met 83% 100% 85% 100%

ﬁ % of Development process participants
: rating service as good or excellent:
Development Review* 73% 75% 85% 75%

*  This number represents only the Public Works component of the Development Permit Process. Other phases of this process
are reflected in the Planning, Building, and Code Enforcement Department's Development Plan Review and Building
Construction Inspection Core Service.
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Economic and Neighborhood Development CSA

Core Service: Regulate/Facilitate Private Development
Public Works Department

Performance and Resource Overview (Cont'd.)

Activity & Workload 2003-2004 2004-2005 2004-2005 2005-2006
Highlights Actual Forecast Estimated Forecast
Fee program revenue $7,721,505 $7,100,000 $7,100,000 $7,100,000
Fee program costs $7,131,855 $7,100,000 $7,100,000 $7,269,178
Number of Development Improvement Plans 109 120 120 120
reviewed for consistency and completeness
Number of major Utility Permit Plans reviewed for 508 510 510 510
consistency and completeness*
Number of customer surveys returned 153 400 150 400
Number of customers surveyed with a 112 300 128 300
rating of good or excellent
Service requests received 4476 4,200 5,000 5,000
Service requests responded to within pre- 3,827 3,150 3,200 3,500
established and/or committed turn-around
times
Number of feet of utility lines undergrounded 3,600 7,200 5,750 6,000
Number of underground service alert 34,398 32,000 34,000 35,000
requests received
*  Please see Performance Measures Development section.
Regulate/Facilitate 2003-2004 2004-2005 2005-2006 2005-2006 %
Private Development Actual Adopted Forecast Adopted Change
Resource Summary 1 2 3 4 (2 to 4)
Core Service Budget *
Personal Services $ 5730420 $ 5201985 $ 5,197,066 $ 4,890,522 (6.0%)
Non-Personal/Equipment 418,207 285,593 292,380 525,725 84.1%
Total $ 6,148,627 $ 5487,578 $ 5,489,446 $ 5,416,247 (1.3%)
Authorized Positions 54.72 58.79 54.29 52.02 (11.5%)

* The Resource Summary includes all operating allocations within the Department that contribute to the performance of this
Core Service. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may also contribute to

Core Service performance, yet are displayed elsewhere in this budget.
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Economic and Neighborhood Development CSA

Core Service: Regulate/Facilitate Private Development
Public Works Department

Budget Changes By Core Service

All General
Adopted Core Service Changes Positions Funds ($) Fund ($)
SAFE, HEALTHY, ATTRACTIVE AND VITAL COMMUNITY
1. Public Works Fee Program (2.00) 5,890 5,890

In order to bridge the gap between anticipated revenues in 2005-2006 of $7.1 miliion and
expenditures of $7.4 million while aligning staffing levels with customer service demands in the Public
Works Development Fee Program, several actions were approved: the elimination of 1.45 vacant
positions (0.95 Sr. Engineer, 0.5 Structure/Landscape Designer), shifting the funding for 0.55
positions to the Capital Improvement Program, and reducing the Fee Program Earmarked Reserve by
$169,178. Offsetting these reductions is a non-personal/equipment augmentation of $250,000, which
represents the Fee Program’s contribution to the Public Works Program Support Fund for
compensated absence and administrative overhead costs. (Ongoing costs: $5,890)

Performance Results:

Cost This action will reduce resources to match the projected workioad for the Public Works Fee
Program while maintaining customer service performance levels and ensure that the Program will attain a
100% ratio of fee revenue to development fee program costs.

2. Public Works Management Funding Shift (0.27) (37,629) (37,629)

This action redeploys 0.27 positions (0.2 Division Manager, 0.07 Administrative Officer) to the
Strategic Support CSA and shifts their funding from the General Fund to the Capital Improvement
Program. This transfer will more accurately align Public Works resources with anticipated warkload in
2005-2006. (Ongoing Savings: $37,629)

Performance Results:
No changes to service levels are anticipated as result of this action.

3. Public Works Non-Personal/Equipment and (41,460) (41,460)
Overtime Efficiencies

This action will reduce the Public Works Department non-personal/equipment budget by $16,655 and
the overtime budget by $24,805. There will be no impact as a result of these reductions as these
costs will be absorbed and shifted to the Public Works Support Operating Fund, if necessary.
(Ongoing Savings: $41,460)

Performance Results:
No changes to service levels are anticipated as result of this action.

2005-2006 Adopted Core Service Changes Total (2.27) (73,199) (73,199)
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Economic and Neighborhood Development CSA

Core Service: Workforce Development
City Manager — Office of Economic Development

Core Service Purpose

Assist businesses in hiring a quality workforce through assessment, supportive services, and
employability skills training,

Key Operational Services:

O Customized, professional career U career transition management
services a Employee attraction, training, and
Ll Workforce reduction assistance retention services

Performance and Resource Overview

Since July 1, 2000, the City of San José has acted as administrative and fiscal agent for the
Silicon Valley Workforce Investment Network (SVWIN). The SVWIN provides Workforce
Investment Act (WIA) programs across an eight-city setvice area: San José, Campbell, Gilroy, Los
Altos Hills, Los Gatos, Monte Sereno, Morgan Hill and Saratoga. WIA’s employment development
services align with and contribute to the Stong Economic Base Outcome of the Economic and
Neighborhood Development City Setvice Area.

The Mayor acts as the Chief Local Elected Official for SVWIN. The City, through the Office of
Economic Development, provides staff to SVWIN and is reimbursed for personnel costs from
federal funds the City receives. The SVWIN Board (WIB) has authority to determine policy within
the San José-Silicon Valley Workforce Investment Area. The City of San José, in its capacity as
fiscal agent, reviews funding decisions to determine if U.S. Department of Labor procurement
guidelines have been followed by the WIB and enters into contracts on behalf of the WIA program.
Funding for WIA comes from two sources: (1) regulatly allocated funding streams, and (2) grants
that are awarded on a competitive basis. The main programs administered by the City of San José
include three regularly allocated funding streams: Adult, Dislocated Wortker, and Youth. In addition
to WIA administrative staff supplied by the City of San José, two contractors manage programs for
these main funding streams. San José Evergreen College District was awarded the WIA Adult and
WIA Dislocated Worker contracts. In 2004-2005

the WIA Youth contracts, were awarded to Second Client Visits
Start/Pine Hill School for the Younger Youth (14- 200,000 6 165.000°
18) programs and San José Evergreen College | 144,600 ey :

District (WIN Program), Henkels and McCoy, San
José Conservation Corps and Second Start/Pine 100,000 1
Hill School for the Older Youth (19-21) programs. 50,000 4

0 4

FY00-01 FY01-02 FY02-03 FY03-04 FY04-05
* Estimated
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Core Service: Workforce Development
City Manager — Office of Economic Development

Performance and Resource Overview (Cont'd.)

In 2004-2005, SVWIN continued to grow and is estimated to meet most of its employment and job
retention goals for clients receiving WIA services. One of the challenges for the SVWIN program
has been in the area of youth performance outcomes. In order to increase the ability of youth to
retain their positions, youth clients ate receiving more prepatation on how to enter and retain their
positions in this current job market to offset their employment disadvantages during this period of
relative high unemployment. This strategy has resulted in significantly higher job retention rate by
youth clients (53% vs. 33%) and has also led to an increase in the petrcentage successfully entering
employment (66% vs. a 52% target).

Maintaining Customer Service

Consistent with input received from the local Business Community via focus groups and the City’s
Economic Development Strategy, SVWIN has designated the following industry sectors, or
“clusters” for targeting the WIA training funds received. The industry clusters targeted are: retail,
hospitality, healthcare, bio-science, software, and financial services. Among the special training
funding that has been awarded are funds to the hospitality industry in partnership with San José
State University to train local residents as front desk, reservation and courtesy personnel; as well as
restaurant/culinary personnel. In addition, funding has been provided to both Kaiser Hospital and
Valley Medical Center to train local residents for laboratory and nursing occupations in the health
care industry.

Business Recruitment Assistance

Among the issues listed by local businesses as a hindrance to their growth is the identification of a
qualified workforce. WIA services are designed to assist local employers in their recruitment of
qualified applicants. Prospective interview candidates are screened by WIA staff according to
employer-based critetia.

The Business Services Program is a collaboration of partners who provide quality business
development, entrepreneurial and employment setvices to a targeted 250 small minority women
owned businesses. The objective is to provide businesses with workforce tools they need to succeed
in a global economy. Business Services Program serves four areas: Human Resources, Technical
Assistance, Information and Research and Access to Capital. Businesses can receive a vatiety of
services including free posting of job listings, access to qualified job applicants, pre-employment
screening, specialized workshops, training for new employees and assistance with downsizing and
employee transitions.

The intent of WIA is to provide clients with a broad range of suppott services that place them in
jobs. WIA clients go through a process that includes setvices from recruitment to training to job
search assistance and ultimately job placement. This timeframe is typically 18-24 months. Clients
exit WIA services upon placement into unsubsidized employment.
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Economic and Neighborhood Development CSA

Core Service: Workforce Development
City Manager — Office of Economic Development

Performance and Resource Overview (Cont’d.)

Business Recruitment Assistance (Cont’d.)

In accordance with the vision of the Workforce Investment Act, three One-Stop Service Centers
(one-stops) provide client services in three different cities of the eight-city service area. These one-
stop centers are located in Campbell, Gilroy and San José.

Vocational Classroom Training

As part of the process to place jobseekers and upgrade the skills of workers, the WIA program
includes vocational classtroom training opportunities. Under the Workforce Investment Act, federal
funds are provided for employment assistance and training for eligible youth, low income/
disadvantaged adults, and dislocated workers. Training services for adults are contracted out
through an application process and approved by the State of California Employment Development
Department. Clients eligible for training select a training provider from a list of eligible training
providers.

Performance Measure Development

Performance ctiteria for all Workforce Investment Boards across the United States are mandated by
the United States Department of Labor. The performance measure targets for retention reported in
this document represent those negotiated with U.S. Department of Labor and the State of California
Employment Development Department for 2004-2005. Targets for 2005-2006 have not yet been
negotiated. These retention numbers are most accurately reported four to five months after the end
of the fiscal year.
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Core Service: Workforce Development
City Manager — Office of Economic Development

Performance and Resource Overview (Cont'd.)

Workforce Development 2003-2004 2004-2005 2004-2005 2005-2006

Performance Summary Actual Target* Estimated Target
@J) Adults entering employment 66% 76% 72% TBD*

Dislocated workers entering employment 69% 79% 74% TBD

@'/’ Youth entering employment 52% 67% 66% TBD*
@& Aduits retaining employment 83% 80% 80% TBD*
C@/j Dislocated workers retaining employment 88% 88% 89% TBD*
@4 Youth workers retaining employment 33% 53% 53% TBD*

*  The performance measure targets in this document represent those negotiated with U.S. Department of Labor and the
State of California Employment Development Department for 2004-2005. Targets have not yet been negotiated for 2005-

2006.
2003-2004 2004-2005 2005-2006 2005-2006 %
Workforce Development Actual Adopted Forecast Adopted Change
Resource Summary 1 2 3 4 (2to 4)
Core Service Budget *

Personal Services $ 1,112282 $ 2299507 $ 2046462 $ 2,046,462 (11.0%)
Total $ 1,112,282 $ 2,299,507 $ 2,046,462 $ 2,046,462 (11.0%)
Authorized Positions 24.70 24.70 21.70 21.70 (12.1%)

The Resource Summary includes all operating allocations within the Department that contribute to the performance of this
Core Service. Note that additional resources from City-Wide, Special-Funds and/or Capital Funds may also contribute to

Core Service performance, yet are displayed elsewhere in this budget.

Budget Changes By Core Service

All
Adopted Core Service Changes Positions Funds ($)

General
Fund ($)

NONE
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Economic and Neighborhood Development CSA

Strategic Support

Conventions, Arts and Entertainment Department

Strategic Suppott represents services provided within departments that support and guide the

provision of the core services. Strategic Support within Conventions, Arts & Entertainment
includes:

U Fiscal Services a Employee Services
Q Capital Facilities Development U Information Systems
a Marketing

Performance and Resource Overview

2003-2004 2004-2005 2005-2006 2005-2006 %
Strategic Support Actual* Adopted Forecast**  Adopted** Change
Resource Summary 1 2 3 4 (2 to 4)
Strategic Support Budget *

Personal Services $ 846,431 $ 515,770 (100.0%)
Non-Personal/Equipment 618,162 1,297,594 (100.0%)
Total $ 1,464,593 $ 1,813,364 (100.0%)
Authorized Positions 7.04 6.04 (100.0%)

The Resource Summary includes all operating allocations within the Department that contribute to the performance of
Strategic Support. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may also contribute
to Strategic Support performance, yet are displayed elsewhere in this budget.

Beginning in 2005-2006, Strategic Support in the Conventions, Arts and Entertainment Department has been eliminated and
will no longer appear as the operation is now managed by Team San José.

*h
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Economic and Neighborhood Development CSA

. Strategic Support
City Manager — Office of Economic Development

Strategic Support represents the services provided within departments that support and guide

the provision of the core services. Strategic Support within the Office of Economic
Development includes:

(] Administrative Support

Performance and Resource Overview

Strategic Support is an ongoing requitement to provide the core services of Office of
Economic Development. For 2005-2006, no changes were approved.

2003-2004 2004-2005 2005-2006 2005-2006 %
Strategic Support Actual Adopted Forecast Adopted Change
. Resource Summary 1 2 3 4 (2to 4)
Strategic Support Budget *

Personal Services $ 1,218,344 § 307,911 $ 688,602 $ 688,602 123.6%
Non-Personal/Equipment 699,887 204,223 90,722 90,722 (565.6%)
Total $ 1,918,231 §$ 512,134 $ 779,324 $ 779,324 52.2%
Authorized Positions 3.90 3.00 6.50 6.50 116.7%

The Resource Summary includes all operating allocations within the Department that contribute to the performance of this
Core Service. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may also contribute to
Core Service performance, yet are displayed elsewhere in this budget.

Strategic Support Budget Changes

All General
Adopted Strategic Support Changes Positions Funds ($) Fund ($)

NONE
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Strategic Support

Fire Department

Strategic Support represents services provided within the Fire Department that support and
guide the provision of the core services, including the core services rolling up to both the
Public Safety and Economic and Neighborhood Development CSAs. The Strategic Support

component is a single set of services provided without intentionally being “assigned” to specific
CSA roll-ups.

Strategic Support within the Fire Department includes:

O Administration a Multilingual Services
U Equipment/Facilities U safety/Weliness
U Information Technology | Training

U master Planning

Performance and Resource Overview

Strategic Support for the Fire Department provides support to two City Service Areas: Public
Safety and Economic and Neighborhood Development. The description here relates to the
services for Economic and Neighborhood Development.

In view of the economic outlook for 2005-2006, the Adopted Operating Budget does not include
any adjustments. An internal reorganization, catrried out mid 2004-2005 resulted in a more focused
administrative component for support of internal operations and customer service.

2003-2004 2004-2005 2005-2006 2005-2006 %
Strategic Support Actual Adopted Forecast Adopted Change
Resource Summary 1 2 3 4 (2 to 4)
Strategic Support Budget *
Personal Services $ 901,829 $ 991,119 § 639,191 $ 639,191 (35.5%) -

Non-Personal/Equipment 13,856 244,549 26,789 26,789 (89.0%)
Total $ 915685 $ 1,235,668 §$ 665,980 $ 665,980 {46.1%)
Authorized Positions 15.30 14.22 8.64 8.64 (39.2%)

*

The Resource Summary includes all operating allocations within the Department that contribute to the performance of
Strategic Support. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may also contribute
to Strategic Support performance, yet are displayed elsewhere in this budget.
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Strategic Support

Fire Department

Strategic Support Budget Changes

All General
Adopted Strategic Support Changes Positions Funds ($) Fund ($)

NONE
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Strategic Support

Housing Department

Strategic Support represents services provided within departments that support and guide the
provision of the core services. Strategic Support within the Housing Department includes:

a Policy Development Q Facility Management
Q Long Range Planning U Vehicle Maintenance
U Financial Management U Audit Supervision

Q Computer Services U materials Management
U clerical Support U Public Education

Q Employee Services

Performance and Resource Overview

I he Housing Department’s organizational structure consists of: new construction, housing

rehabilitation, loan monitoring, management and analysis, and grant management. Strategic

Support is an ongoing requirement to provide the core services of the Housing Department. For
2005-2006, no changes were approved.

2003-2004 2004-2005 2005-2006 2005-2006 %
Strategic Support Actual Adopted Forecast Adopted Change
Resource Summary 1 2 3 4 {(2to 4)
Strategic Support Budget *

Personal Services $ 2,136,649 $ 2,322,107 $ 2,329,116 $ 2,329,116 0.3%
Non-Personal/Equipment 817,759 611,143 401,492 401,492 (34.3%)
Total $ 2,954,408 $ 2,933,250 $ 2,730,608 $ 2,730,608 (6.9%)
Authorized Positions 23.30 23.30 22.70 22.70 (2.6%)

The Resource Summary includes all operating allocations within the Department that contribute to the performance of
Strategic Support. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may also contribute
to Strategic Support performance, yet are displayed elsewhere in this budget.

Strategic Support Budget Changes

All General
Adopted Strategic Support Changes Positions Funds ($) Fund ($) .

NONE
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Strategic Support

Planning, Building and Code Enforcement Department

Strategic Support represents services provided within departments that support and guide the
provision of the core services. Strategic Support within the Planning, Building and Code
Enforcement Department includes:

Human Resources
Information Systems
Marketing and Qutreach
Safety/Wellness

Administration
Clerical Services
Budget Preparation
Fiscal Services

uoooo
ocooo

Performance and Resource Overview

I he desired outcomes for Strategic Support include support for policy development to

protect public health, safety and welfare; provision of information and data to the general

public; and provision of administrative services to Department and City staff to ensure achievement
of the Department’s objectives.

Administrative Support

Planning, Building and Code Enforcement’s Administrative Services Division continues to serve a
Department of over 330 employees with a very lean administrative support team. Under the
direction of the Department’s Administrative Officer, the Administrative Team consists of two
Senior Analysts, three Analysts (each Division has one Analyst providing all administrative setvices),
one Staff Technician (Code Enforcement), and one Principal Office Specialist who suppotts all of
the professional administrative staff. The Division Analysts supetvise the accounting staff in each
Duvision. The Administrative Officer also manages the Information Technology Department staff
assigned to PBCE. In a large Department with four diverse operational Divisions in three locations,
the support logistics and workload are considerable. A major challenge in the coming year will be to
minimize disruptions for the operatonal staff during the move to the new City Hall while
continuing to provide excellent support services.

Service Costing

One of PBCE’s Senior Analysts is dedicated to analyzing the costs of the components of the City’s
development service process. In 2005-2006, the focus will be on Building Division and Fire
Department development service operations. A cost analysis of Planning development services will
follow in 2006-2007.
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Strategic Support

Planning, Building and Code Enforcement Department

Performance and Resource Overview (Contd.)

Information Systems

The Administrative Services Division will need to work very closely with the Information
Technology Department to ensure that the network and desktop support services so crucial to
department operations ate maintained at their current high level when centralized in the new City
Hall.

A high priority 2005-2006 work plan item for the administrative staff and the Information
Technology staff assigned to the Department will be the development of reporting systems to
maximize the potential of the Integrated Development Tracking System and Code Enforcement
System to track the activity time of staff resources and deliver the critical data the Department needs
for costing services and focusing resources to best meet customer needs.

Technical Funding Adjustment

To clarify the accounting of development fee expenses, the appropriate part (55%) of two
administrative support positions that serve the Planning Fee Program will now be directly charged to
that program. The two positions are Planning’s Division Analyst and Accounting Technician.
While there is an increased cost to this fee program in 2005-2006, there will be a corresponding
reduction in the calculation of 2005-2006 overhead that will reduce the overhead paid by the
Planning Fee Program by an equivalent amount on an ongoing basis.

2003-2004 2004-2005 2005-2006 2005-2006 %
Strategic Support Actual Adopted Forecast Adopted Change
Resource Summary 1 2 3 4 (2 to 4)
Strategic Support Budget *

Personal Services $ 1324476 $ 955839 $ 1,072,310 $ 1,072,310 12.2%
Non-Personal/Equipment 302,806 354,929 359,529 524,529 47.8%
Total $ 1,627,282 $ 1,310,768 $ 1,431,839 $ 1,596,839 21.8%
Authorized Positions 7.90 7.90 8.85 8.85 12.0%

* The Resource Summary includes all operating allocations within the Department that contribute to the performance of
Strategic Support. Note that additional resources from City-Wide, Special Funds and/or Capital Funds may aiso contribute
to Strategic Support performance, yet are displayed eisewhere in this budget.
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Economic and Neighborhood Development CSA

Strategic Support
Planning, Building and Code Enforcement Department

Strategic Support Budget Changes

All General
Adopted Strategic Support Changes Positions Funds ($) Fund ($)
SAFE, HEALTHY, ATTRACTIVE AND VITAL COMMUNITY
1. Planning Support Staffing Funding Shift 0 0

This action reallocates portions of two positions (1.10 positions) from the General Fund to the
Planning development fee program (Analyst and Accounting Technician). These positions support
the administration of the planning development fee program. (Ongoing savings: $0)

Performance Results:
Quality/Customer Satisfaction Prevents deterioration of current service levels.

2. Miscellaneous Rebudgets 165,000 165,000

The rebudget of unexpended 2004-2005 funds will allow the Department to complete the
Development Services website ($100,000), programming assistance for the San José Permits Online
System ($43,000) and purchase of miscellaneous computer equipment ($22,000). (Ongoing costs:
$0)

Performance Results:
Quality/Customer Satisfaction N/A (Final Budget Modification)

2005-2006 Adopted Strategic Support Changes Total 0.00 165,000 165,000
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Economic and Neighborhood Development CSA

City-Wide Expenses

Overview

I he Economic and Neighborhood Development Program provides funding for services

related to land use planning, development permitting and code regulation, housing

(including affordable housing and homeless services), and economic development.

Budget Summary

2003-2004 2004-2005 2005-2006 2005-2006 %
City-Wide Expenses Actual Adopted Forecast Adopted Change
Resource Summary* 1 2 3 4 (2 to 4)
Economic and
Neighborhood Development $ 17,944,072 § 26,356,039 §$ 16,026,499 $ 28,330,403 7.5%
Total $ 17,944,072 $ 26,356,039 $ 16,026,499 $ 28,330,403 7.5%
Authorized Positions 0.00 0.00 0.00 0.00 N/A

* For a complete listing of allocations for the Economic and Neighborhood Development Program, please refer to the City-

Wide Expenses section of this document.

Budget Changes by Program

General
Adopted Program Changes Positions Fund ($)
1. Community Based Organizations Funding Reduction (179,967)
This action reduces funding for community based organizations by the same average percentage
reduction as for non-public safety city service areas. For the City-Wide Expenses Economic and
Neighborhood Development Program, this action reflects an 8.2% reduction for services related to
Convention and Visitors Bureau (CVB), resulting in total savings of $179,967. The City Manager’s
Office and the Office of Economic Development will work with the CVB to minimize service delivery
impacts. (Ongoing savings: $179,967)
2. Sports Opportunity Fund 250,000

This action, proposed as part of the Mayor's June Budget Message, provides a new funding source to
the Office of Economic Development to address potential City costs and sponsorships for new
sporting event opportunities that may arise during the coming year and which would have economic
benefits to the community. (Ongoing cost: $0)
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City-Wide Expenses

Budget Changes by Program (Cont'd.)

General
Adopted Program Changes Positions Fund ($)
3. Miscellaneous Rebudgets _ 12,233,871

The rebudget of unexpended 2004-2005 funds will allow for the completion of the projects listed
below in 2005-2006. (Ongoing cost: $0)

Alviso Historical Markers 4,021

Coyote Valley Specific Plan and EIR 4,800,000

Evergreen Visioning Project 7,170,000

Historic Preservation 125,850

San José Permits On-Line 134,000
2005-2006 Adopted Program Changes Total 0.00 12,303,904
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Economic and Neighborhood Development CSA

General Fund Capital, Transfers, and Reserves

Budget Summary

General Fund Capital,
Transfers, and Reserves

Economic & Neighborhood 2003-2004 2004-2005 2005-2006 2005-2006 %
Development CSA Actual Adopted Forecast Adopted Change
Resource Summary* 1 2 3 4 (2to 4)
Transfers to Other Funds $ 790,000 $ 0o $ 0 3 0 N/A
Earmarked Reserves N/A 8,046,397 200,000 11,434,989 42.1%
Total $ 790,000 $ 8,046,397 $ 200,000 $ 11,434,989 42.1%
Authorized Positions N/A N/A N/A N/A N/A

* For a complete listing of allocations for the Earmarked Reserves Program for the Economic and Neighborhood
Development CSA, please refer to the General Fund Capital, Transfers, and Reserves section of this document.

Budget Changes by Program

General
Adopted Program Changes Positions Fund ($)
1. Earmarked Reserves: Rebudgets 11,234,989

This action provides for the rebudgeting of unexpended 2004-2005 funding from various Earmarked
Reserves listed below. (Onetime cost: $0)

Fee Support - Building 8,092,271
Fee Support - Public Works 1,641,943
Fee Support - Planning 811,312
Environmental Mitigation 338,520
Comprehensive General Plan Update 200,000
Fee Support - Fire 150,943
2005-2006 Adopted Program Changes Total 0.00 11,234,989
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